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WORLD CRISIS 


HE events of the last few months, culminating in the 

occupation of Abyssinia by Italian troops and the flight 
of the Emperor, Hailé Selassié, have brought crisis to the 
League of Nations, to Europe, and to the future policy of 
the British Commonwealth. Decisions of the gravest 
moment will have to be taken in the next few months, 
perhaps before the Imperial Conference assembles at the 
time of the Coronation next year. 


I. THE LEsson oF ABYSSINIA 


HAT has caused the crisis? Fundamentally it has 
been a lack of clear thinking about the Covenant of 
the League of Nations and a misreading by the nations of 


the Commonwealth of the significance of recent events. 
As THe Rounp Taste has repeatedly pointed out, the 
League is a league of sovereign States, with all the inherent 
limitations of such a system so well described in the pages 
of the American Federalist a hundred and fifty years ago. 
Leagues of sovereign States have often been formed before, 
but as systems for maintaining peace they are subject to 
three main weaknesses. ‘The first is that sovereign States 
find it very difficult to agree either in policy or in action, 
because they tend to look at every international problem 
from their own point of view and especially from the 
point of view of their own security in the event of war. 
The second is that change in the status quo is very difficult 
except in quite minor respects, because it can be 
brought about only by the consent of all the sovereign 
States concerned. ‘The third is that the only final way in 
which a league of sovereign States can resist aggression, 
that is, an attempt to alter the status quo by force, or can 
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compel revision of treaties or compliance with its decisions, 
is by war. 

All these truths have been abundantly vindicated in the 
history of the League of Nations. Few will contend that 
anything like a world patriotism or a European patriotism 
has yet emerged at Geneva, to overbalance the struggle 
for national interests and security. Hardly any of the vital 
changes made since 1918 have been made through the 
League. Reparations and war debts were ended in effect 
by repudiation. Arms equality was taken by Germany 
unilaterally after she had twice left the Disarmament 
Conference and had resigned from the League because the 
League members had been unable to give her the arms 
equality she had been promised through their own dis- 
armament. It was the same with the re-militarisation of 
the Rhineland. Germany could not allow the completion 
of the Franco-Russian pact of military assistance to pass 
without answer. She gave full warning of her strong 
objection to the diminution in her own security involved 
in the pact. Yet the League was unable to do anything 
to solve the Rhineland problem by agreement before the 
period of crisis arose. Nor has the League yet been able 
to make those“frontier rectifications that seem to be indis- 
pensable to the relaxation of tension in the Balkans. 

The inability of a league of sovereign States to bring 
about that constant revision of the economic status quo 
which is manifestly necessary in the modern changing 
world is even more obvious. By far the most serious 
cause of present-day unemployment, dictatorship, unrest, 
armament expansion, and drift towards war is economic 
nationalism—the attempt of all sovereign nations, and par- 
ticularly of twenty-six nations in Europe, to live in economic 
water-tight compartments, separated by unbalanced in- 
debtedness, prohibitive tariffs, quotas, embargoes, and 
currency depreciation.* Yet the League has been unable to 

* See article on “ The Root of our Present Discontents”? in THE 
Rounp TaBLe, No. 102, March 1936, pp. 229 et seq. 
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do anything effective to mitigate this central evil, precisely 
because a league of sovereign States can accomplish nothing 
except by the voluntary consent of all the nations con- 
cerned, a fact that was abundantly demonstrated at the 
World Economic Conference called by the League in 1933. 

If experience has thus proved that a league of sovereign 
States finds it extremely difficult to alter treaties or the 
status quo by agreement in time to prevent explosion, it 
has equally proved that, in the last resort, the weapon that 
such a league must use to defeat a powerful aggressor is 
wat. When Japan, in violation of her treaties, made up 
her mind to try to solve her domestic economic problems 
and to realise her dream of becoming the master force in 
eastern Asia by occupying Manchuria, the League Powers 
and the United States protested vehemently, but none of 
them was prepared to risk the war that alone might have 
stopped the military party in Japan from carrying out its 
plan. The United States was certainly not prepared for 
war, and the British Government, possessing no sub- 
stantial fleet in the Far East, refused to take any action 
that might bring it into collision with Japan, unless it knew 
for certain that in the event of war the United States navy 
would also be engaged. 

The Abyssinian experience has demonstrated the same 
truth in even more dramatic fashion. It had been possible 
for Japan to argue that she already had the right by treaty 
to keep troops along the South Manchurian Railway and 
that the control of Nanking over a rather lawless Manchuria 
was very slender. But there could be no doubts in the case 
of Abyssinia. Abyssinia was a member of the League and, 
whatever the barbarity of some of her people, the conduct 
of the Emperor has been exemplary throughout. As the 
League declared, Mussolini, in invading Abyssinia, was 
guilty of the clearest possible case of aggression, in viola- 
tion of the Covenant and the Kellogg Pact; later he as 
clearly violated the convention against the use of poison 
gas. It was plainly a test case for the League, all the more 
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so because Italy was both peculiarly vulnerable to sanctions 
and had exposed herself to decisive counter-action by con- 
ducting her operations on the other side of the Suez Canal. 

No less than fifty League members agreed to carry out 
their obligations under Article 16, and impose economic 
sanctions against Italy. But, as the event proved, one and 
all, Great Britain and the Dominions no less than the 
others, did so with the reservation that they would not go 
beyond economic sanctions and that they did not mean to 
be dragged into war. It gradually became clear that, at 
any rate with a League that does not contain the United 
States, Germany, Japan, and Brazil, economic sanctions 
against a great Power lead to one of two results. Either 
they are ineffective or so slow in acting as to be valueless 
for their essential purpose, or they lead to war or the 
grave tisk of war. Mussolini said from the start that he 
would not regard ordinary economic sanctions as acts of 
war, but he indicated that he would regard oil sanctions 
or the closing of the Suez Canal as acts of war which 
would be answered by acts of war in retaliation. Whether 
he was bluffing or not will never be known, and doubtless 
his conduct would have conformed to the strength and 
resolution displayed by the Mediterranean members of the 
League. But one and all their Governments seem to have 
limited their commitment by the reservation that they did 
not intend to be drawn into war for the sake of Abyssinia. 
Mr. Baldwin and Mr. Neville Chamberlain fought the 
general election on the cry: “‘ We will support the League 
but we will keep you out of wat”. The Dominion 
Governments, so far as we ate informed, took the same 
view. Mr. Anthony Eden, on May 6, candidly admitted 
that in his judgment “closing the Canal must inevitably 
have led to war”, and that the British Government had 
recoiled from such a step, not because it feared what the 
ultimate result would be, but because of its “‘ horror of 
wat”. Only the League of Nations Union in Great 
Britain and a few individuals like Mr. Lloyd George pressed 
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the Government to take the risk of forcing Italy to 
suspend hostilities and come to a peace conference by 
closing the entrance to the Suez Canal to her ships. 

Once Mussolini realised that the League nations were 
not willing to risk war, his way was clear. Provided the 
economic sanctions were not enough to stop him in time he 
could make certain of victory. The main effect, indeed, 
of the economic sanctions actually imposed has been to 
drive him to use any and every effort (including gas) to 
overcome the Abyssinian resistance before they could have 
decisive effect. Sir Samuel Hoare’s own explanation of the 
Hoare-Laval plan is that once it became clear that collective 
action sufficiently decisive to stop Mussolini was out of 
reach, he endeavoured (in our view, by a singularly mala- 
droit and unfortunate act) to save something for Abyssinia 
before it was too late. 


Il. THE REVISION OF THE COVENANT 


E do not propose in this article to attempt to 

assess the blame for the Abyssinian débdcle. There 
is no doubt that, while the Government of France con- 
sistently obstructed action, the British Government must 
bear a great part of the responsibility; for it ought never 
to have taken the initiative in September if it had not been 
prepared for the consequences. ‘There was no probability 
that any other Government would propose the decisive 
action that might have stopped Mussolini, if only because 
the primary responsibility for the consequences of such 
action would inevitably fall on the British fleet in the 
Mediterranean. 

What is more important is that we should realise that 
public opinion throughout the Commonwealth has been 
asleep to the real implications of the League undertakings. 
The vast majority of people regarded the League as a 
system for preserving peace without much risk to them- 
selves. They did not realise that no league can preserve 
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peace unless it can make changes in the sfatus quo to 
correspond with changing conditions, that an obligation 
to resist aggression everywhere makes it almost impossible 
to change the status quo, and that effective resistance to 
ageression implies a readiness to go to war. The first 
question that citizens of the nations that comprise the 
Commonwealth and are members of the League of Nations 
have now to face is what it is practical for a league of 
sovereign States to do, and especially whether they are 
prepared to continue to accept as a universal commit- 
ment the obligation to resist aggression, and to make the 
military preparations without which they cannot effectively 
live up to it, and whether such an obligation is conducive 
to the maintenance of world peace. 

Opinion in Great Britain is at the moment at sea. But 
there are certainly two currents. The one school says that 
although the collective system has suffered these disasters it 
is still the only alternative to a drift back towards com- 
petitive armaments, alliances and world war, that we must 
learn from our failures and strengthen rather than weaken 
our commitments, so that every member of the League may 
be not only militarily prepared but also known to be willing 
and ready to live up to its obligations under Articles 10 
and 16 of the Covenant. The other says that until a 
more effective system for revising the status quo has been 
contrived, and until the League once more contains all the 
great Powers, to attempt to enforce Articles 10 and 16 
against any and every nation that goes to war is simply to 
tisk extending all local wars into world wars and inflicting 
the terrible evils of modern war, not on hundreds of 
thousands, but on millions of innocent non-combatants, 
and that the automatic obligation to apply sanctions 
against an aggressor anywhere under the Covenant should 
therefore be immediately revised to conform to present-day 
facts. 

THE Round TABLE has been a consistent supporter of 
the League of Nations from its inception, and believes that 
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some form of world organisation to deal with international 
affairs is an indispensable corrective to the anarchy of 
universal self-determination and the first step towards a 
reign of world law. But it has never disguised its con- 
viction that no system of co-operation among sovereign 
States could fulfil the hopes so widely entertained of the 
League of Nations, and that the real foundation for lasting 
world peace would only exist when nations were willing 
to pool some part of their sovereignty and create a 
common organ to which, in super-national affairs, the 
loyalty and obedience of the individual were due. It 
has repeatedly warned its readers that there could be no 
lasting peace without continuous revision of treaties, that 
the use of sanctions inevitably raised the risk of war, 
and that “lasting peace cannot be prescribed by constantly 
threatening war even for collective instead of for national 
purposes ”’. 

Our first conclusion is that the nations of the Common- 
wealth ought without any delay to clear their minds as to 
where they stand in regard to the obligations under Articles 
to and 16, obligations which, if they mean anything, imply 
that they are willing to go to war to stop aggression any- 
where. It is unfair to other nations, it is unfair to their 
own public opinion, to leave any doubt on this point. 
These coercive articles have always been the most doubtful 
feature of the League. They led to the withdrawal of the 
United States. They added to the difficulty of giving the 
German republic equality because they seemed to create 
collective guarantees against alterations of the Treaty of 
Versailles except with the consent of France. And though 
they were effective against small Powers like Greece, when 
put to the test in relation to Manchuria and Abyssinia they 
broke in the hands of their authors because to make them 
effective implied war and the League was not prepared to 
face war for collective ends. Moreover, in a world in 
which the majority of the great Powers are outside the 
League, the British Commonwealth, individually or collec- 
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tively, cannot and will not go to war to defend China or 
Russia or Latvia or Austria or Germany or Italy from 
aggression as technically defined in the Covenant. The 
sooner they face these issues the more honest will be their 
position, and the sooner shall we be able to formulate a 
policy that will be effective in helping to bring stability 
because the world will know that we are prepared to live 
up to it, and the sooner will it be possible to bisa. the 
League back to vitality. 

Our second conclusion is that revision of the Covenant 
ought to be confined to its universal, automatic coercive 
obligations only. The danger now is that, because 
universal coercive sanctions have failed in an instance 
in which it would have been most easy to make them 
effective against a great Power, people will say that the 
League is dead and ought to be abandoned. We take 
exactly the opposite view. We think that once the 
automatic, universal obligations of Articles 10 and 16 are 
dropped or amended so as to make them permissive instead 
of mandatory, the League—the only League that can func- 
tion so long as all nations cling to national sovereignty, the 
League that rests on the same kind of principles as the 
British Commonwealth itself, the League that can act as a 
focus for world opinion, for conciliation, for free co-opera- 
tion, for common action when there is agreement upon 
action, and as the constant corrective to the exaggerated 
nationalism that is the central evil of the contemporary 
world—may revive and begin to gain real authority once 
more. In this also we are expressing no new opinion. 
In an article published in the issue of September 1935, 
and written before Sir Samuel Hoare’s speech at Geneva, 
we wrote :* 


The League must be restored as a conference system of all the 
nations before we try to make it into the universal international 
policeman. . It is imperative to preserve it in existence and 
to restore its ‘universality even at the price of abandoning that 


* See THE Rounp TaBLe, No. 100, September 1935, p. 671. 
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ptinciple of automatic obligation to take sanctions which is the 
main deterrent to membership. . . . Such a league of all nations 
may not prevent all wars, but it may localise them. 


This was also General Smuts’ view when eighteen months 
ago he warned his hearers to keep the League as a league of 
peace and not to turn it into an international war office. 


III, REGIONAL SECURITY 


UT though we should make the League an instrument 

for international co-operation, freed from automatic 
obligations that can only be made effective by war, we are 
still left with the problem of security. If a universal and 
automatic system of collective security has broken down, 
is it true that we must drift back to the complete anarchy 
of 1914? We do not think so. We think that security 
should be organised on a regional basis, within a League 
shorn of automatic, universal and compulsory sanctions. 
Let us face frankly what this implies. So long as national 
sovereignty is retained in full effect the first condition of 
stability in international relations is that the nations should 
know and make plain the things for which they are pre- 
pared to fight. This may sound brutal, but it is the only 
basis—precarious though it is—upon which any kind of 
order can be maintained in the anarchy inherent in a 
world of sovereign States. It has been the failure of the 
League members to realise that any system of universal 
security necessarily rested upon the readiness of its members 
to go to war, and their unwillingness to face war when the 
test came, that have led to the débdcle of the League in 
both the Manchurian and the Abyssinian episodes. 

What are we prepared to fight for now? What are we 
not prepared to fight for? Those are the questions we 
must ask ourselves and answer before any effective regional 
security system can be constructed, inside or outside the 
League. 

So far as the nations of the British Commonwealth are 
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concerned the position seems to be still where it was when 
it was discussed at the Imperial Conference of 1926. They 
are each prepared to defend themselves from external 
attack. They each admit some obligation to come to the 
assistance of the other parts of the Commonwealth if they 
are attacked from outside, provided they have been con- 
sulted and have consented to the general foreign policy 
being pursued, and provided each is the sole judge of the 
action it should take, if any, in each particular case. But 
this is only an academic way of putting the problem. The 
danger is not that of deliberate attack on any individual 
part of the empire but the danger arising from the fact that 
wats may break out elsewhere and spread like a forest fire, 
ot from the alliances or military commitments into which 
some patts of the Commonwealth may be drawn in the 
hope of providing for their own security or preventing 
war. 

The reality of the present international situation is roughly 
as follows. As we have repeatedly pointed out in this 
review, Europe has been stabilised since the Armistice, not 
by the League of Nations, but mainly through the complete 
military preponderance of France and Poland and her 
Little Entente allies in eastern Europe, and through the 
unilateral disarmament of Germany imposed by the Treaty 
of Versailles. This system lasted from the rejection of the 
Anglo-American Treaty of Guarantee to France in 1920 
until the rearmament of Germany under Hitler. Equality 
for disarmed Germany through the disarmament of her 
neighbours had long been pressed on France by Great 
Britain and the United States at the disarmament conference. 
But it failed because France would not agree to it without 
guarantees for security, that is to say, undertakings to go to 
wat in her defence, which the United States and the 
Dominions would not give at all and which Great Britain 
would not give except in the limited Locarno form. No 
sooner, therefore, did Germany begin to rearm, having left 
the League and the disarmament conference on the ground 
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that she would not get equality there, than France set to 
work to try to extend her alliance system, in order to keep 
such a preponderance of power as would make it im- 
possible for Germany or the other defeated Powers to alter 
the status quo by force. She first composed her quarrel 
with Italy (incidentally probably agreeing informally to give 
her a free hand in Abyssinia) so that each could move the 
forces they had previously maintained on the Franco- 
Italian front to the German front. Russia—moved by her 
anxiety about National Socialist Germany—then joined the 
League, and France and also her ally Czecho-Slovakia 
initialled military treaties of mutual assistance with Russia. 

This precipitated the recent Locarno crisis. Hitler 
contended that the unilateral demilitarisation of the Rhine- 
land, which had been guaranteed by Great Britain and Italy, 
had been accepted by Germany at Locarno as security 
against another invasion of the Ruhr, but that once France 
entered into a military pact with Russia the conditions were 
fundamentally altered and Germany could no longer be 
required to keep open the back door to her most vital 
industrial regions. He concluded that Germany would 
never be able to recover her sovereignty in the Rhineland 
by consent, and he therefore presented her neighbours with 
a fait accompli, in clear violation of the text of the Locarno 
treaty, by moving her troops on March 7 into the demilitar- 
ised zone. Great Britain was placed in a position of great 
difficulty, being a guarantor of that treaty but feeling that 
she could not go to war to prevent Germany from occupy- 
ing her own territory, as France was inclined to demand. 
Partly in order to resist this demand she felt constrained 
to re-affirm her obligation to come to the assistance 
of France or Belgium in the case of unprovoked 
aggression, and to strengthen it by “staff talks”, while 
making it clear that the obligation did not arise in the 
event of a war that sprang out of the treaties between 
France and any other Power. This renewed guarantee is 
in effect a modern form of the old guarantee of Belgian 
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neutrality, and may be permanent because it conforms to 
Great Britain’s own vital interest that no European Power 
should dominate France or Belgium. 

What is fundamentally happening, of course, is that 
Europe is passing from a system of stability by a French 
preponderance to a system of stability by balance, which 
is inevitable once Germany obtains the position of power 
and equality inherent in her size and national vitality, 
though the composition of the new regional balance is not 
yet defined, and there are probably certain adjustments to be 
made in the status quo before Europe is likely to settle down. 

The situation has been complicated by the Abyssinian 
ctisis. The ultimate motives for Mussolini’s adventure are 
not yet clear. Partly, no doubt, it has been the desire for 
extended opportunities for colonisation and the exploitation 
of raw materials for overcrowded Italy. But partly also it 
has been the long-planned Napoleonic dream that Italy 
should become the heir to the British Empire in the eastern 
Mediterranean. Once Italy has a navy that can prevent 
the passage through the central Mediterranean of anything 
less than the major British fleet, and once she has aerodromes 
and roads in Libya and an army, white or black, in Abyssinia, 
she has only to wait for a crisis in which Great Britain is 
so involved that she has to move her main fleet to the 
North Sea or the Far East, and she may have an oppor- 
tunity to seize the Sudan, Egypt, the Suez Canal, Palestine 
and the Arabian hinterland as the beginning of a new 
Roman Empire. So long as she was afraid that Germany 
might step into Austria and therefore bring her formidable 
army to the Brenner Pass, Italy could not move. But 
the adherence of Great Britain to the Stresa Front made 
her more secure in Europe, and despite all the efforts of 
the League she went ahead. The fact that she has succeeded 
presents avery grave problem to Great Britain and Australia, 
New Zealand, India and East Africa; for she stands 
menacingly alongside their mutual communications through 
the Red Sea. 
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The pivot of the European complex at this moment is 
Austria. Germany will probably succeed in re-fortifying 
the Rhineland, because Great Britain will certainly not go to 
war to prevent her and it seems equally certain that France 
and Russia will not do so alone. But once the Rhineland 
is fortified the power of France to intervene in eastern 
Europe will be greatly lessened. Austria herself is, at 
present, inherently unstable. Her population is German, 
but is divided between socialists, Catholics, and Nazis. 
The majority would probably prefer independence, if it 
were compatible with a solution of the economic problem 
of keeping alive a nation of seven millions in the middle of 
Europe, over a quarter of whom live in one city, Vienna. 
But they would almost certainly prefer a German solution 
to subjection to their traditional enemy Italy. At the 
moment Austria is governed by a dictatorship of the Right 
backed by the Heimwehr militia, subsidised by and largely 
dependent upon Italy. The Amschluss is forbidden by the 
Treaty of St. Germain, not because any one objects to the 
reunion of Austrian Germans and German Germans, but 
because the incorporation of Austria in Germany would 
draw the German army to the Brenner, would upset the 
strategic situation in Europe by bringing Germany alongside 
Hungary and so to a powerful position in the Balkans, and 
would threaten the stability of Czecho-Slovakia, with its 
large German and Slovak minorities. It would automatic- 
ally make Germany the dominant force in central Europe 
and end the French system of preponderance. As the 
strength of Germany increases, the pre-occupation of Italy 
with the Balkans and Austria must once more increase, and 
the precision of the Franco-Russian military engagements 
must tend to increase also. 

But Europe no longer stands alone. As a result partly 
of air communications, partly of the world struggle between 
communism and fascism, Japan is being drawn into the 
Eur-Asian balance. Russia is afraid of a simultaneous 
attack by Germany and Japan. Japan is afraid that if 
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Russia goes on developing her already enormous military 
strength she may eventually defeat the Japanese ambition 
to dominate the Far East, and may even become master of 
China in place of Japan. If she could make sure of a 
simultaneous attack by Germany she might possibly attempt 
to drive Russia back to Lake Baikal before it was too late. 
Germany is afraid of the growing power of the vast Slav 
and Bolshevist mass to the east, a power that can fight in 
two ways, with armies and aeroplanes and with communist 
propaganda behind the lines. 

It is quite impossible at the moment to forecast the future 
alignment of forces in Europe and the Far East. It depends 
partly on the armed strength and the political aspirations of 
the various Powers themselves. It depends partly on 
whether the necessary revisions of the status quo in its three 
main aspects, European frontiers, the colonial question, 
and the relaxation of economic nationalism, can be effected 
without war in the next few years. If it can, and if a Eur- 
Asian regional balance can replace the recent system of 
preponderance without an explosion, the present war clouds 


may pass away, a limitation of armaments may be reached 
and the League may revive. 


IV. QUESTIONS FOR THE COMMONWEALTH 


UT from the point of view of the British Common- 

wealth the most important question raised by the 
breakdown of the universal, automatic system of collective 
security implied in Articles 10 and 16 is a different one. In 
the development of regional security in Europe and the Far 
East ought Great Britain to form part of the regional 
balance of power itself, as she did increasingly from 1904 
onwards, or ought she, if possible, to detach herself from it, 
except for the guarantee to France and Belgium against 
unprovoked aggression? ‘To some extent, of course, the 
answer will depend upon whether a stable balance of forces 
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can be produced in Europe without her. But it depends 
also upon the views of the other members of the British 
Commonwealth and upon the question whether 
automatic military commitment to a regional European 
system is compatible with the existence of the Common- 
wealth. 

Broadly speaking the arguments for the two alternatives, 
both of them within a revised League system, seem to be 
as follows. ‘The first alternative is that Great Britain, with 
or without the Dominions, in the hope of preventing 
war in Europe, should form part of a League combination 
pledged to maintain the present European frontiers, in- 
cluding that of Austria, even at the cost of war, except in so 
far as they can be altered by the consent of all immediately 
concerned. The argument for this is that if Germany 
is allowed to absorb Austria, or by threats of violence to 
make herself or her friends dominant in central Europe, 
it is only a question of time for a repetition of the power 
politics and tension and military time-tables that culminated 
in the tragedy of 1914, and that the best way to prevent it is 
for everybody to make it clear that any attempt to alter the 
status quo by force spells immediate collective war. Such 
a system, however, is inherently unstable, partly because it 
makes revision almost impossible and therefore does little 
or nothing to remove the grievances and repressions that 
make for eventual explosion, and partly because it is very 
difficult to create a collective military alliance that is both 
watertight and overwhelmingly preponderant. Moreover, 
if a renewed alliance system of this kind failed to maintain 
peace, and a war broke out between the armed status quo 
group and the armed expansionist group of Powers, it 
would inevitably become a world war; the Dominions and 
the United States would eventually be dragged in, if only 
because they could not afford to see the British Common- 
wealth disrupted and the British navy destroyed, and the 
expansionist dictatorships become the heirs of Great Britain 
and France in the Atlantic and the Pacific. 
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The second alternative is that Great Britain, while 
playing, with the Dominions, an active part in a non- 
sanctionist League, should move back towards the American 
position, keep detached from automatic military commit- 
ments and the military balance of Europe, save the defensive 
commitment already mentioned, and become part of an 
informal democratic group that would possess immense 
defensive strength if it stood together, and would be 
unquestionably capable of resisting any attempt by the 
dictatorships to trespass across the major oceans of the 
world. That would be, in effect, to attempt to restore 
in a new form the system whereby world war was 
prevented during the nineteenth century. There was no 
world war between 1815 and 1914, in contrast to the 
constant world wars of the seventeenth and eighteenth 
centuries, largely because there was a paramount British 
fleet. So long as no European Power was able to challenge 
that fleet or invade Great Britain, and so long as Great 
Britain respected the Monroe Doctrine, there could be 
no world war, though there might be local wars. But as 
soon as a Power—Imperial Germany—arose that was 
willing to challenge the British fleet, Great Britain was 
forced to abandon her detachment, the world war ensued, 
and the United States was eventually drawn in. The 
situation of the nineteenth century cannot now be te- 
produced because the British navy is no longer supreme. 
But a combination of the nations of the British Common- 
wealth, the United States, and the South American 
republics would be far stronger in common defence even 
than the British navy was before the war. No European 
or Asiatic Power could think of attacking a group possessed 
of such vast financial and naval and economic resources 
and controlling all the main strategic waterways of the 
world. It could certainly prevent world war and preserve 
democracy and peace throughout its own region, it could 
exert immense influence for peace and for fair settlements 
of local wars elsewhere, and it might become a centre of 
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gtavity around which a larger league of democratic nations 
might gradually develop. 

Such a system, of course, creates no guarantees against the 
outbreak of war in Europe or in the Far East. But in the 
present circumstances, amid dictatorships and universal 
rearmament, it does not seem possible that any such guaran- 
tees can be created at all. Eur-Asia may get through its 
period of readjustment of power diplomacy without war, 
or war may be the instrument of readjustment. And if war 
in Asia or eastern Europe does come, while the danger of 
its extension into a world war is clearly great, it is not 
inevitable that it should involve Great Britain or western 
Europe, especially if a powerful “ oceanic” group exists 
outside. 

There are, of course, great difficulties in the way of such 
an oceanic arrangement. It could not rest on formal 
treaties but would have to grow out of events. It could 
not happen unless Great Britain were free from all automatic 
military commitment in Europe and Asia, except for a 
limited defensive guarantee to Belgium and France, to 
which she alone would be committed. There are also 
difficult problems in the Mediterranean, which is a local sea 
for two great European Powers but at the same time a 
vital ocean highway for the nations of the Commonwealth. 
The system could not be effective unless the nations of 
Europe knew that a direct attack on Great Britain would 
rally the rest of the oceanic group to her support. The 
United States would have to emerge from her attitude of 
total isolation of to-day into a greater interest in world 
affairs, involving an extension of the kind of commitment 
involved in her unilateral Monroe Doctrine ; she would have 
to recognise that total isolation might be the most certain 
method of becoming involved in another world war, while 
limited commitment might be the surest way of preventing 
such involvement and preserving peace and democracy 
over half the world. 

These questions may seem remote in some ways to-day. 
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But opinion is likely to grow rapidly in the next year or two 
under the impact of the armaments race and the changes 
that are likely to take place in the European balance in the 
near future. The nations of the Commonwealth must 
face the new realities, including the weaknesses that have 
been revealed in the present structure of the League and the 
fact that in a world of sovereign States security depends upon 
preparedness to undertake obligations that may involve war, 
either in a universal League or in some lesser regional 
combination. 





THE CO-ORDINATION OF 
DEFENCE 


I, BrrraAtIn’s DEFENSIVE TASKS 


OR the whole British Empire, no less than for the 

United Kingdom herself, the crisis in international 
affairs presents an urgent problem in defence. Collective 
security, which has not yet and may never be tested to 
the point of collective war, has been tested to the point 
of economic sanctions of wide scope but dilatory effect, and 
the experience is forcing us to reconsider the foundations 
of our international policy. An earlier article in this 
number of THE Rounp Tas LE has discussed the wider 
issues that are raised, and there is no need to review them 
again here. Whichever choice we make, whether we press 
forward towards the objective of universal collective 
security or set out to limit our automatic commitments to 
those that conform with our immediate interests, the cir- 
cumstances of the world to-day demand a big effort to 
bring our defences into proportion with our obligations 
and our risks. That the universal obligation to impose 
sanctions against an aggressor requires a high degree of 
defensive preparation is self-evident ; it has been the con- 
sistent view of THE RounpD Taste that for a great Power 
there could be no such thing as effective economic or 
financial sanctions that did not imply a serious risk of war. 
The failure of the Government and of the general public 
to face that fact in time has been one of the main causes of 
our present difficulties. On the other hand, it is no less 
certain that a policy of limited isolationism, that is to say, 
of keeping the machinery of the collective system as a means 
of localising war and preventing it from developing into 
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a world wat, requires as an elementary condition a well- 
armed Empire. No great country has pursued more 
persistently the policy of insulation from war than the 
United States; no country has been driven by its history 
more inexorably to the conclusion that powerful defensive 
atmaments are an essential (yet even then not necessarily 
an effective) ingredient in the insulating material. 

The heightened needs of imperial defence are in the 
first place a matter of concern for the United Kingdom, 
as the country of the British Commonwealth that lies closest 
to any of the world’s danger spots. But her defensive 
problems immediately give rise to defensive problems 
in the other self-governing countries of the Common- 
wealth, for two main reasons: first, because the British 
collective system of security is still a reality, whatever may 
be the future of the world system; second, because any 
weakness or preoccupation of the United Kingdom must 
inevitably add to the defensive necessities of the Dominions. 
For instance, her Mediterranean anxieties of the past 
six months have gravely depleted her naval establishment 
in other quarters; if the danger grew equally acute in 
north-west Europe she would be almost paralysed as a 
first-line instrument of defence for the more distant British 
countries. Again, the military imperialism of Japan has 
once more exposed the fact that the British navy is in- 
capable, even if matters grow no worse in Europe, of assur- 
ing security for all British interests, both in the Atlantic and 
North Sea and in the Pacific, not to mention the vital trade 
route through the Mediterranean and the Suez Canal. This 
fact is as old as the present century, but the naval threat 
in the Mediterranean, the possible revival of Germany as 
a naval Power, and the breakdown of the Washington 
system of balance in the Pacific, which replaced the Anglo- 
Japanese alliance, have rapidly heightened the significance 
of our comparative weakness in the Far East. 

Most of the tasks of defence that face the United King- 


dom are tasks of imperial defence in the widest sense. 
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When the Imperial Conference of 1923 laid down principles 
on which the defence of the Empire was to be based, the 
first of them was that each of the self-governing members 
of the Commonwealth would be primarily responsible for 
its own local defence. But not only is local defence 
intimately bound up on the technical side with extra- 
territorial security; the dangers that may threaten the 
Empire are not for the most part those of direct territorial 
ageression, but rather those of becoming involved in 
world war over more general—perhaps moral—issues. 
Hence even the local defence of the different parts of the 
Empire must be regarded as an integral element in the whole 
scheme of imperial security, whether seen from the point 
of view of the United Kingdom or from that of the Domin- 
ions. The following summary of our defensive burdens 
in the Empire is drawn up with an eye to the task that faces 
the United Kingdom particularly, but the whole of it is 
relevant to the task that faces any of the British countries. 
The same tabulation stands whether or not we accept the 
universal obligations implied by a world-wide system of 


collective security, and it stands whatever our special 
regional commitments may be. For the effect of collective 
undertakings is not to change the nature of our strategic 
tasks but, first, to shift the relative emphasis upon the 
different items, and, second, to change the conditions 
under which we might be called upon to perform those 
tasks and the probabilities of our having to do so. 


(1) The local defence of the United Kingdom, each of the 
Dominions, India and the Colonies, including anti-aircraft defence 
and the defence of the North-West Frontier. 

(2) The protection of shipping—including convoys and the 
a defence of narrow passages like the English Channel, 
the Straits of Gibraltar, the Suez Canal, or Singapore—against 
a hostile naval or air Power. 

(3) On the assumption that there can be no effective or 
complete defence against air raids on cities, ports or other 
economic ganglia, the ability to retort adequately in kind to such 
bombing. 

(4) Ability to muster in the North Sea, east Atlantic and 
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Mediterranean sufficient naval and air force to defend ourselves 
against an attempt to frustrate our protection of shipping and 
the narrow waterways by means of an attack on our naval and 
air bases, strong points, or main fleet. 

(5) Ability to muster on the defensive line from Singapore to 
New Zealand sufficient naval and air strength, not to take a 
dominant patt in the power politics of the China Seas and the 
western Pacific, but to defend that line and to make any encroach- 
ment on our vital interests north and east of it a hazardous 
risk. 

(6) Ability to make an effective contribution in the critical 
opening days of a continental European war, into which we 
found ourselves drawn by honour or vital interest; and, if 
deadlock were reached in those opening phases, ability to mobilise 
quickly our resources of men, money and munitions so as to 
give our participation its maximum weight. 


The item in the list that raises the greatest amount of 
controversy is the last. Expert opinion differs radically 
with regard to Great Britain’s capacity to furnish valuable 
assistance by land to a continental ally in a collective war. 
Some people argue, assuming France and Germany to 
be the combatants, that (say) five mechanised divisions, 
rapidly brought to the front, would completely turn the 
scale. Others, laying stress on the hazards of mobilisation 
and transport through a bottle-neck in these days of air- 
power, declare that British land forces, if transportable at 
all, could not be brought into action on a European front 
for at least a fortnight, by which time, in the alleged opinion 
of continental general staffs, the first and most vital crisis 
of the war would be over and the Empire’s contribution 
would be much more effective if concentrated on other 
arms and other theatres of war. For our present purposes, 
this question must remain in suspense, but the true answer 
is vital to the organisation of the whole British army system ; 
for if the intervention of mechanised troops on a large 
scale in continental warfare is contemplated, then the actual 
organisation—the Cardwell system of interchange between 
home and oversea battalions—is entirely unsuitable, 
since the training for tank warfare in Flanders must be 
completely different from the training for garrisoning the 
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Suez Canal defences or fighting with cavalry and small 
arms on the North-West Frontier of India. 

It will be noted that the conception of the Empire’s 
defensive obligations, on which the above list of duties 
is based, rules out of court the possibility of war with the 
United States. Not merely would it be absolutely im- 
possible to prepare for such a contingency in addition to 
our other defensive liabilities; an Anglo-American conflict 
is entirely contrary to our world policy, and could only come 
about through a complete breakdown of an understanding 
on which the citizens of the British Empire have pinned a 
great deal of their faith for the future peace and security 
of civilisation. 

Each group of defensive obligations calls for its own 
kind of technical preparation, but behind them all, and 
incidental to every one of them, lies a vital economic need. 
The industry of the Empire—both capital and labour— 
should be capable of supplying adequately and efficiently 
our peace-time defensive requirements, and of rapidly 
expanding or transforming itself on the outbreak of war to 
serve our fighting objective. Similarly it is essential for the 
ptoper defence of the Empire that it should possess a 
strong and efficient mercantile marine and civil air service. 
By comparison with other Powers we have fallen far behind 
in the stimulation and protection of these indispensable 
auxiliaries of imperial defence—a danger to which the threat 
to British shipping in the Pacific once more calls urgent 
attention. In these days of ait power, moreover, the 
geographical location of our vital industries and centres of 
commerce is a matter of first-class defensive importance. In 
addition, for an island country like Great Britain, incapable 
of self-sufficiency in foodstuffs and raw materials, the 
problem of maintaining economic reserves against the 
contingency of war must enter prominently into our 
defensive calculations. 





THE CO-ORDINATION OF DEFENCE 


II. Arr AND SEA POWER 


LTHOUGH our defensive needs may be analysed 

into categories on paper, the imperial defence system 
must stand as a single whole. If it fails at one point 
it is gravely weakened throughout. For example, the 
vital lines of economic communication in the Empire 
cannot be secured against all contingencies unless we can 
at one and the same time defend the eastern front line from 
Singapore to New Zealand, protect shipping in the Medi- 
terranean and its narrow adits and in the Channel, ward off 
surface and submarine commerce-raiders on the high seas, 
put up a defence against the bombing of our ports, and if 
necessary retaliate in kind against such air bombardment. 
The strength of a defensive chain is always the strength of 
its weakest link. Hence it is false to contrast air power 
with sea power as the vital necessity for imperial defence 
to-day; for both are vital. The need is not to decide 
which is the more important, but to bring all three services 
into the same field of vision. 

The relations between ait and sea power should not be 
considered as competitive, but as complementary. Those 
relations depend partly on technical factors, like the moot 
question of the vulnerability of giant battleships to air 
attack; but much more important is their dependence on 
general strategy, to which the time-factor is the key. 
The time-factor of air power is swifter than that of sea 
power—not indeed always, but in certain circumstances— 
because it may decide the issue of the war much sooner. 
It is sometimes asserted that air power cannot force a 
decisive result. But this is surely to make the out-of-date 
assumption that war is fought over occupation of terri- 
tory, whereas modern war, of the kind that is contemplated 
in assessing the needs of imperial defence, is fought for 
general national interests or ideals between whole nations. 
Hence the effect of war on the nation as a whole is decisive. 
Air bombing is just as capable as naval blockade of 
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compelling a nation to givein. The difference is that it may 
achieve this purpose far sooner. It is said that Great 
Britain, if totally blockaded at sea, could not last out a 
fortnight. But even at the height of the submarine 
campaign a considerable proportion of ships got through, 
while Germany lasted for two yeats on iron rations. 
The destruction of the London docks by ait bombing 
would destroy England’s means of life far more quickly. 
It follows that speed of mobilisation and counter-attack 
are the first considerations in air power. If we are suffi- 
ciently prepared in the air, and in anti-aircraft defence, 
to prevent an adverse decision within a short space of 
time, the power of the navy begins to tell, and is indeed 
essential to the further continuance of any campaign. If 
the war is not in Europe but, for instance, in the Pacific, 
the possibility of instant decision through air action is 
much more remote, and the time-factors of air and sea 
power more nearly coincide. 

Nowadays, however, the ships themselves and their 
bases are exposed to attack, not only from other ships, 
but also from the air. The time-factor is again vital; 
for if swift and concentrated action could destroy an 
enemy’s bases his fleet would become valueless. This 
has been brought home to us by the contingency of 
an assault on our defences in the Mediterranean. If 
Italy—as has been suggested in some quarters—could 
destroy Malta and Alexandria by bombing, even at great 
loss of planes and men, without our being able to render 
immediately any effective retort or adequate defence, 
our naval power in the Mediterranean would be crippled. 
Although this supposition is probably a gross exaggeration, 
it is clear that air defence and air counter-attack are an 
essential weapon of naval strategy, as important to our 
ships as their speed, their guns and their armour-plating. 
The reaction on naval technique cannot be summed up 
ina word. The aeroplane fights its own kind; otherwise, 
it is best regarded as a projectile, a peculiarly responsive, 
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powerful and far-ranging projectile, but one with limitations 
of its own. The potentialities of air bombardment are 
not to be measured simply by the range and speed and carry- 
ing capacity of the aeroplanes available; for the volume 
of bombardment per unit of time, or per unit of ground 
organisation, is obviously far less if the target is 400 miles 
away than if it is 100 miles away from the air base. In this 
light, armies and navies appear as the means of advancing 
the effective air base as close as possible to the enemy’s 
vulnerable points, while preventing him from bringing his 
air bases closer to our own danger spots. 


ll. Tue C.1.D. anp THE NEW PLAN 


LL these considerations suggest that co-ordination 

is the first technical need of our defensive system. The 
ptesent plan of co-ordination centres upon the Committee 
of Imperial Defence. This is a purely advisory committee 
under the chairmanship of the Prime Minister, who is 
authorised to call in “‘ such other members as, having regard 
to the nature of the subject to be discussed, he may from 
time to time summon to assist him”. In practice the C.I.D. 
generally includes the three service Ministers and their 
chief professional advisers, the Chancellor of the Exchequer, 
the Secretaries of State for Home and Foreign Affairs and 
for India, the Dominions and the Colonies. Representatives 
of the Dominions are called in from time to time, and certain 
of the Dominions have appointed liaison officers to the 
secretariat of the C.I.D. In actual practice, the main work 
of the Committee is done through sub-committees, of which 
the most important are the Chiefs of Staff sub-committee, 
the Man-Power sub-committee, and the Principal Supply 
Officers sub-committee. The last-named has been thus 
described by Field-Marshal Lord Milne :* 


It practically constitutes the nucleus of a peace-time Ministry 
of Supply and Munitions, and is the only machinery in existence 


* See article in the Nineteenth Century for Match 1936. 
468 





THE CI.D. AND THE NEW PLAN 


for planning industrial mobilisation and for allocating the re- 
sources of the nation to meet the war requirements of the three 
fighting services. 


Important as that function is, it is subordinate to the business 
of co-ordination of defence policy for which the Chiefs of 
Staff sub-committee is responsible. A committee under the 
chairmanship of Lord Salisbury, on whose findings the 
present practice of the C.I.D. is based, laid down in 1924 
that “in addition to the functions of the Chiefs of Staff 
as advisers on questions of sea, land, or air policy respec- 
tively, to their own Board or Council, each of the three 
Chiefs of Staff will have an individual and collective re- 
sponsibility for advising on defence policy as a whole, 
the three constituting, as it were, a super-Chief of a War 
Staff in Commission”.* The preparatory work involved 
before any question can come before the Chiefs of Staff 
sub-committee is done by a joint planning committee in 
which officers of the naval, general and air staffs take part. 

On the surface, the system of co-ordination thus provided 
might seem fully adequate to the task. But it has been 
subjected lately to damaging criticism along two main 
lines. The first is that the Chiefs of Staff sub-committee has 
not completely fulfilled its duty to advise the Cabinet on 
our defence policy as a whole. Lord Trenchard, who was 
a member of that sub-committee for 6} years, wrote in a 
letter to The Times :+ 


I fear that, under pressure of work and from other causes, 
unanimity has too often been reached by tacit agreement to 
exclude vital differences of opinion, to avoid issues on which 
such differences might arise, and to restrict the scope of the 
committee’s reports to matters on which agreement can be 
reached by “ give and take”. 


If this stricture is well founded, the co-ordination of policy 
has been hollow indeed. The second line of criticism is 
that in spite of the C.I.D. system the main link between the 


* Cmd. 2029. 
t+ December 16, 1935. 
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services and the Cabinet is still through the First Lord of 
the Admiralty and the Secretaries of State for War and Air, 
individually, and that these Ministers, especially in matters 
of finance, regard themselves as spokesmen of separate 
services with separate interests to defend, and are so advised 
by their technical staffs. This is a point that is scarcely 
subject to proof, but it is clearly an inherent danger of 
such an organisation as has been described, in which the 
defence services are represented in the Cabinet by three 
separate Ministers, and in which the main instrument for 
co-ordinating policy, the Chiefs of Staff sub-committee, is 
only occasionally presided over by its nominal chairman, 
the Prime Minister, and therefore usually consists of three 
distinguished officers whose first duty is to act as depart- 
mental heads of their own separate services. 

Moved by a wave of public and parliamentary criticism, 
the Government announced in February a plan for strength- 
ening the co-ordination of defence. The Prime Minister 
began by stating that the Government had set up last 
July a special ministerial sub-committee, known as the 
Defence Policy and Requirements Committee, to keep the 
defensive situation as a whole constantly under review, 
so as to ensure that our defence arrangements and our 
foreign policy were in line. The Prime Minister, under 
the new plan, would retain the chairmanship of this com- 
mittee and of the Committee of Imperial Defence, but a 
special Minister would be appointed to act as deputy 
chairman, and to undertake “the general day-to-day 
supervision and control on the Prime Minister’s behalf 
of the whole organisation and activity of the Committee 
of Imperial Defence”. This Minister would be chairman 
of the Principal Supply Officers sub-committee, but not 
normally of the Chiefs of Staff sub-committee, though he 
would have the right to consult personally with the Chiefs 
of Staff and to convene their sub-committee under his 
chairmanship whenever he or they thought desirable.* 

* Cmd. 5107, pp. 14-15. 
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Later Sir Thomas Inskip was appointed as the first Minister 
for the Co-ordination of Defence. 


IV. A Ministry OF DEFENCE ? 


LTHOUGH this reform appeased some of the parlia- 

mentary critics, a body of expert opinion still discerns 
certain grave defects in the system. In the first place, 
the Chiefs of Staff sub-committee continues much as before, 
and nothing has been done in answer to Lord Trenchard’s 
accusation. It is said—with what truth it is not easy to 
tell—that our spokesmen in the present Anglo-Egyptian 
negotiations are seriously handicapped by the absence 
of any authority that can definitely instruct them what is 
our defence policy in relation to Egypt, and what facilities 
are necessary for each of the three services in order to 
carry out that policy. Secondly, the arrangements for 
presenting estimates and allocating finance—obviously a 
vital point in our defence scheme as a whole—are apparently 
to remain unreformed. Even Lord Milne, one of the leading 
defenders of the present system, has written * that 


the annual estimates are drawn up by the three service Ministries 
ia Seamge © and certainly, until very recent years, no attempt 
has been made to correlate the demands for money by the three 
services with the rdles they were expected to fill in imperial 
defence. 

Thirdly, it is argued that the Co-ordination Minister is a 
mere supernumerary in the system of connection between 
the Cabinet and the services, having only a rudimentary 
staff of his own. At the outset, so the Prime Minister 
stated on March 19, his staff would consist of a civil ser- 
vant of the rank of principal assistant secretary and a private 
secretary. In addition, he would be able to make use of 
the secretariat of the Committee of Imperial Defence. 
Any further staff required must be left for consideration 
in the light of experience. 

* Loc. cit. 
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The critics have certain remedies to propose for these 
defects, which, if proved, would cumulatively form a grave 
weakness in the defence co-ordination system. The Co- 
ordination Minister, they maintain, should be permanent 
chairman of the Chiefs of Staff sub-committee, just as he 
is of the Principal Supply Officers sub-committee. There 
is no greater obstacle in the one case than in the other, 
and the need is even more vital. They demand, further- 
more, that he should be the chief adviser of the Cabinet 
and of the Chancellor of the Exchequer on the allocation 
of finance between the different services and among their 
various branches. In order to fulfil this and his other 
tasks, he should be furnished with an ample secretarial 
and technical staff, which need not, of course, bedistinct from 
the staff of the Committee of Imperial Defence. We 
shall never deal adequately, so the argument runs, with 
the problem of defence co-ordination unless we start from 
the top—the unity of defence policy—and work down- 
wards, instead of working upwards from the separate arms 
and trying to superimpose a sketchy system of collaboration 
at the top. To those who object that the effect of these 
proposals would be to turn the Co-ordination Minister 
into a Minister for Defence, and the three service Ministers 
into under-secretaries, the answer is given that if that were 
indeed the ultimate outcome it would be the wise and logical 
outcome, as far as general defence policy is concerned. 

The sweeping nature of that conclusion is a measure, 
not only of the gravity of the problem, but also of the 
caution with which we must approach its consideration. 
Great weight must be given to the argument that respon- 
sibility for the whole of our national defence arrange- 
ments is too vast a burden for one Minister. To the 
man-in-the-street, unaware of the political and 
administrative difficulties, the proposal to have a single 
Ministry of Defence appeals by its simplicity and by its 
appropriateness to the nature of the problem. But if 
that were eventually to prove the solution on the political 
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side, there would have to be equally far-reaching changes 
on the technical side. For instance, the main defence 
policy committee (at present the Chiefs of Staff sub- 
committee) might well be loosed from its departmental 
pteoccupations, and be associated only with the Co- 
ordinating Ministry. A further step in the same general 
direction would be to constitute a Ministry of Defence 
Supply, for whom the Principal Supply Officers would 
jointly form the chief technical staff; this Ministry would 
be responsible for all aspects of industrial co-ordination. 
If changes were made on those lines, the ministerial re- 
presentation of the three different services by under- 
secretaries would be a logical element in the whole scheme. 

These proposals, however, are indeterminate in detail 
even in the eyes of those who most strongly urge 
a thorough-going reform of our existing system. The 
common man can hardly be expected to make up his mind 
upon them. But he recognises, as all of us must, that we 
are only just beginning to tackle the problem of defence 
co-ordination; he suspects, moreover, that the underlying 
difficulty is the sectional training and interest of the service 
officers mainly concerned. The Imperial Defence College 
was an invaluable start towards the training of a civil 
and service staif in the problems of imperial defence as a 
whole, and its results are going to be more and more widely 
felt as time goes on. The ideal would doubtless be for 
every service officer who looked for high promotion to 
have as a necessary qualification a period of training with 
an arm other than his own, either in a staff college or in the 
field. The problem of co-ordination at the top would 
then be far lighter. 





THE “STABILISATION ” OF 
EAST ASIA 


I, THE CHANGE OF GOVERNMENT IN JAPAN 


OR the second time in four years a Japanese Ministry, 

supported by a majority in the Diet, has been over- 
thrown by assassination. On May 15, 1932, Prime Minister 
Inukai was shot down and killed in his official residence 
by a band of six young naval officers, led by a lieutenant, 
and eleven ex-students of the Military Academy. On 
February 26 of this year Prime Minister Admiral Okada 
was likewise attacked in his official residence by a body 
of troops about to entrain for Manchuria, and narrowly 
escaped death by hiding in a cupboard; his Finance 
Minister, Mr. Takahashi, and the Keeper of the Privy 
Seal, Admiral Saito, were, however, killed by the rebels, 
and when he at last managed to escape from his hiding- 
place his resignation from office was accepted by the 
Emperor. 

The Japanese public reacts in a peculiar way to events 
of this kind. It is not that public opinion is negligible 
in Japan—far from it—or that the Japanese as a people 
are easily intimidated by violence; it is rather the existence 
of an attitude that accepts “patriotic” assassination as 
an ultima ratio of political life. In England, if Mr. Baldwin 
were to be shot at No. 10 Downing Street by a band of 
Sandhurst cadets, the general reaction of the public would 
be: “Let us, whatever our party differences, rally in 
support of properly constituted authority against this 
monstrous attack”. In Japan it is rather: “ The Govern- 
ment must have been guilty of a grave dereliction of duty 
to have aroused such strong feeling in patriotic young 
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officers; at such a time as this we cannot allow ourselves 
the luxury of parliamentary government, but must look 
to the leaders of the fighting services, who alone are 
superior to the corruption of party politics ”. 

The main object of the outbreak just over two months 
ago was to prevent the effective return to power of the 
Minseito party—and it has prevented it. This fact has 
been obscured in the presentation of news to the British 
public by commentators who, having discovered that the 
government of Japan is not a pure parliamentary democracy, 
have gone to the opposite extreme and assume that the 
political parties of the Diet are of no importance at all. 
Japan, however, is by no means yet a totalitarian State, 
and the conflict of parties in the Diet is a very real one; 
the political life of Japan is to be compared, not to that of 
present-day Nazi Germany, but rather to that of pre-war 
Imperial Germany, where there was a similar system of 
parliamentarism with a plurality of political parties but 
without full control of the executive. In Japan, as is well 
known, the army and navy have great influence in the 
shaping of national policy, partly because the supreme 
command of these services is reserved as an imperial 
prerogative outside the control of the Diet, and partly 
because of the rule by which the War and Navy Ministers 
in the Cabinet must be general officers on the active list. 
But this state of affairs does not mean simply, as is often 
supposed, a tug-of-war between fire-eating militarists and 
pacific civilians. The situation is much more complicated, 
and cannot be properly understood without reference to 
the conflict between the two major parties of the Diet— 
the Minseito and the Seiyukai. 

Broadly speaking, the Minseito is the party of the 
shipping interests and of the industrialists concerned with 
export trade, especially the Osaka textile manufacturers. 
Since these interests aim at reducing their costs of pro- 
duction in order to win foreign markets, the party seeks 
economy in state expenditure and is unwilling to aid 
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agriculture either by protection or by subsidy. Further, 
since it stands for world-wide trade expansion, it favours 
a pacific and conciliatory foreign policy and avoidance 
of large and costly commitments on the mainland of Asia. 
It is thus disposed towards “ liberalism ” both in domestic 
and in foreign affairs. At the same time it advocates the 
maintenance of a strong navy for the security of the country 
and its shipping. 

The Seiyukai, on the other hand, combines two political 
forces hostile to Minseito liberalism: first, the agrarian 
interests, which tend to be sacrificed for the sake of export 
industries, and second, a group of big financial and heavy 
industrial interests which are primarily concerned either 
with a protected home market or else with capital invest- 
ment enterprises in Manchuria and China. This party 
stands for economic nationalism and for a “ positive” or 
coercive continental policy, contrasted by its exponents 
with the “ negative ” conciliation policy of the Minseito. 

It goes without saying that the army stands nearer to 
the Seiyukai than to the Minseito. The grievances of 
the impoverished rural classes make themselves heard 
in the conscript army and in its officers’ corps (more 
loudly, indeed, than in the Seiyukai), and the strategic 
and prestige-political aims of the army chiefs on the Asiatic 
mainland converge with the economic purposes of the 
business groups associated with the Seiyukai. The navy, 
on the other hand, inclines towards the Minseito; for, 
being a service with a small specialised personnel, it is 
hardly affected by the agrarian unrest that pervades the 
army, and, being professionally devoted to a doctrine of 
the primacy of sea-power, it is generally opposed to the 
schemes of the army for expansion on the mainland. 
However, there is no such conflict between the navy and 
the Seiyukai as there is between the army and the Minseito ; 
for both parties are agreed on the need for a powerful 
navy, whereas the Minseito stands for a clipping of the 
wings of the army and reduction of its expenditure. 
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But, whichever party is in power, there must be a War 
and a Navy Minister in the Cabinet, and for this purpose 
a general and an admiral must be persuaded to join the 
Government. If no qualified person will consent to 
serve in either of these offices, a Cabinet cannot be formed, 
and on any issue, therefore, on which the opinion of one 
of the services is strong and united it can exert very great 
pressure on the dominant political party. But the govern- 
ment of the country could not be carried on if the service 
chiefs constantly refused their co-operation, and in practice 
matters are usually arranged by compromise, so that even 
a Minseito Cabinet gets its War Minister from among the 
generals. The position. of a Minseito War Minister is, 
however, an extremely difficult one, and he must be ex- 
ceptionally clever if he is neither to be at odds with his 
Cabinet colleagues nor to lose his popularity with the 
officers of the army. 

In the last seven years there have been three general 
elections in Japan; the Minseito obtained a majority 
early in 1930, the Seiyukai in the spring of 1932, and the 
Minseito again in the elections three months ago. In 
1930-31, Japan was governed by a Cabinet with the 
Minseito party leader (Hamaguchi at first, and later 
Wakatsuki) as Prime Minister, Baron Shidehara as Foreign 
Minister,-and General Minami as War Minister. Minami 
strongly opposed Shidehara’s policy of conciliation towards 
China, and went so far as to denounce his colleague for 
it at a conference of divisional commanders early in 1931; 
he is also alleged to have been implicated in the “‘ March 
conspiracy ”, which was a plot for the violent overthrow 
of the Government hatched by a group of army officers. 
This devious course did not save Minami from falling into 
disfavour with the army, which began to rally round the 
generals of the so-called Saga clique—Araki, Mazaki, and 
Muto, who had political connections with the Seiyukai. 
After the Mukden incident in September 1931, the position 
of the Minseito Cabinet became increasingly difficult, 
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and finally a split in the party forced it to resign towards 
the end of December. The Seiyukai party leader, Inukai, 
was called on to form a Ministry, and appointed Araki 
to be War Minister. Araki extended the scope of opera- 
tions in Manchuria (which the Minseito Government 
had been trying to restrict) and sent General Muto to take 
command. Meanwhile an appeal to the country resulted 
in the return of a Seiyukai majority in a general election. 
But the current of events was moving too rapidly 
even for the Seiyukai, which was now in its turn attacked 
by anti-parliamentary “‘ fascist ” societies of young officers 
and students, and on May 15, 1932, terrorists assassinated 
Inukai. Sections of the army that were involved in this 
movement planned to seize the capital and demand a 
military dictatorship; the scheme miscarried owing to 
the attitude of the Tokyo gendarmerie, but the Seiyukai 
were not allowed to form a new Cabinet, and the cry for 
a “‘ National Government ” resulted in the formation of 
a Ministry containing members of both the political parties, 
but headed by a non-party figure, Admiral Saito. General 
Araki remained War Minister. 

From May 1932 until just over two months ago the 
Prime Minister of Japan was an admiral. When, in the 
middle of 1934, Admiral Saito resigned owing to financial 
scandals that involved two members of his Cabinet, he 
was succeeded by Admiral Okada. The appointment of 
admirals as Prime Ministers was made on the nomination 
of Prince Saionji, the last surviving Elder Statesman, 
apparently on the principle that if power was to be taken 
away from the Diet it should be given to the navy rather 
than to the army. 

Nevertheless, for the first year of admiralty government 
there was in fact an army-Seiyukai ascendancy in Japanese 
politics; the Seiyukai retained its majority in the Diet, 
and the army held popular support for the recognition 
of Manchukuo and defiance of Geneva. But after the 
spring of 1933, when it became clear that the League of 
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Nations would take no action against Japan, the inter- 
national tension relaxed and a new quarrel between army 
and navy broke out. As the time approached for renewal 
or revision of the Washington naval treaty, the navy 
resolved to concentrate national policy on obtaining a 
revision of the ratio system, and with this end in view 
sought to restrain the army from further continental 
activities that might dissipate national strength. The 
first symptom of the new trend was the resignation of 
General Araki on January 22, 1934; this was ostensibly 
on grounds of ill health, but it was suspected that the 
decline of his political influence was the more important 
reason. He was succeeded by General Hayashi, who 
soon began to alienate the extreme militarists by dis- 
ciplinary measures directed against the political activities 
of young officers. 

Admiral Saito preserved the “national” character of 
his Government until its fall, but his successor, Admiral 
Okada, broke with the Seiyukai majority in the Diet, and 
the Minseito became virtually the Government party. 
The Seiyukai went into opposition, but some leading 
members of the party (including Takahashi, who became 
Finance Minister) joined the Government, and efforts 
to upset Okada were a failure. The Government identified 
itself more and more with the Minseito, and finally at the 
beginning of this year it went to the country in a general 
election and asked for a Minseito majority, which the 
electors gave it. Admiral Okada’s position appeared to 
be established. Actually, he was destined to be swept 
away by a military coup only a few days after his decisive 
electoral success. 

Superficially the action of February 26 was a failure, 
for the rebel troops were compelled to surrender to “ loyal ” 
forces, and a number of generals and high officers (in- 
cluding Generals Araki and Mazaki) who were identified 
with the extremist agitation in the army were subsequently 
placed on the retired list. Thus the discipline of the 
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service was maintained. But the principal object of the 
outbreak was achieved. For Admiral Okada, though he 
escaped from his would-be assassins, was not retained in 
office, and his successor was neither an admiral nor a 
Minseito partisan. Mr. Hirota, the new Prime Minister, 
is not a party politician, but a bureaucrat, a career diplomat ; 
as such he was Foreign Minister in the Saito and Okada 
cabinets, and he is acceptable to the army because of his 
zealous advocacy of a Japanese “ Monroe Doctrine” for 
East Asia. He is a member of the Great Asia Society, 
which is affiliated to the Society of the Foundations of the 
State (Kokubonsha), the influential political club founded 
by Baron Hiranuma, now President of the Privy Council. 
The extreme chauvinist generals, Araki and Mazaki, are 
members of the Kokuhonsha, and it is said that after the 
assassination of Inukai in 1932 Araki demanded that 
Hiranuma should be made Prime Minister, but was over- 
tuled by Saionji, whose advice by constitutional usage is 
followed by the Emperor in appointing to that office. 
Mr. Hirota’s political connections, such as they are, are 
thus with chauvinist and anti-liberal circles, and he must 
be regarded as their representative, though his wide 
experience of diplomacy and knowledge of the world will 
no doubt make him more cautious than the army chiefs 
would like him to be. 


II. Coat, IRON, AND OIL 


HE recent coup could hardly have been so successful 

in bringing about a change of Government had it 
not been for factors that since the beginning of the year 
have caused the navy to draw nearer to the army and find 
agreement with it on certain major issues of policy. The 
navy was in opposition to the army during 1934 and 1935 
for particular reasons which have now ceased to apply. 
The navy’s attitude was determined in relation to the 
question of the revision of the Washington naval treaty. 
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The admirals demanded that when the treaty came up for 
renewal Japan should denounce it and press for a new 
treaty free from the objectionable ratio system, that an 
agreed revision should be obtained if possible, but that 
if Great Britain and the United States refused to concede 
parity Japan should decline to enter into any agteement 
at all for limitation of naval armaments. In order to 
carty through this policy it was necessary to mobilise 
national opinion in support of it, and at the same time to 
avoid international complications that might weaken 
Japan’s bargaining position; it was above all necessary 
to restrain the army from continental activities likely to 
lead to war with Soviet Russia or renewed hostilities in 
China. In order to be assured of the proper conduct of 
national policy with regard to this question of supreme 
importance for the navy, the admirals gave full support 
to Okada as Prime Minister. But with Japan’s resignation 
from the London naval conference and her departure 
into isolation, Okada’s special task was finished, and his 
further career as a party politician was regarded with no 
great sympathy by his brother admirals. The navy chiefs 
began to be more conscious of their common interest 
with the army, first in screwing up armament expenditure 
to the highest possible figure, and second (a matter affecting 
foreign policy) in securing adequate fuel and metal supplies 
for the national war-power. 

No one of the great Powers except Italy is so deficient 
as Japan in the resources essential for large-scale indus- 
trialisation. The reserves of coal and iron ore in Japan 
and her colonies are extremely small, there is hardly any 
good coking coal, and oil is virtually non-existent. Japan 
has built up her industries largely on a basis of imported 
ores and fuels, but this means that her national economy 
is precarious even in peace-time in a world of sovereign 
States, whereas in war-time it could not continue to function 
for want of essential supplies, much less expand to meet 
the enormous demands of modern warfare, unless the State 
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were able to secure access to other sources of supply 
beyond its borders. 

The problem of oil supply has been of special concern 
to the War and Navy Ministries. Japan normally imports 
nearly nine-tenths of the petroleum she consumes. To 
meet the danger of being cut off from oil supplies in time 
of war, the Government two years ago enacted a law 
(which was extended to Manchukuo in spite of British 
and American protests) whereby oil companies doing 
business in the country were bound to keep six months’ 
stock in tanks on the spot. This measure, however, could 
not provide a real solution of the problem, nor was it 
possible to rely on the oilfield in Sakhalin worked by a 
Japanese company with a concession from the Soviet 
Union. But now a new line of development has been 
opened up. The great enterprise of Nazi Germany in 
seeking to render herself self-sufficient in oil by production 
from coal has decided the Japanese to do likewise, and the 
problem of oil supplies thus becomes identical with that 
of coal reserves. 

The coal reserves of China have been estimated, as the 
result of a systematic survey, at nearly 250,000 million 
metric tons, as contrasted with less than 10,000 million in 
Japan and her colonies; moreover, China has an abundance 
of coal of good coking quality for metallurgical processes, 
in which Japan is deficient. There can be little doubt 
that if China had started to industrialise herself at the same 
time as Japan, and with similar conditions of investment, 
technical efficiency and civil order, China and not Japan 
would be to-day the big industrial power of the Far East. 
But historically it is Japan that has developed industrially, 
and now her rulers are resolved that China’s much greater 
industrial capacity shall be developed, not in rivalry to 
Japan, but under her control and direction. 

The coal resources of China are concentrated in the 
province of Shansi next-door to Hopei, in which Peiping 
and Tientsin are situated; the Shansi coal reserves are 
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estimated at 51°25 per cent. of China’s total (including 
Manchuria), but the province accounts for only about 
8 per cent. of the total production in China and Manchuria. 
Manchuria and Hopei contain together a little over 3 per 
cent. of the total estimated reserves, but account for nearly 
70 per cent. of the production, the fields being worked by 
the Japanese in Manchuria and mainly by British interests 
in Hopei. Shansi and Hopei both yield good coking 
coals, which are scarce in Manchuria. When these facts 
are taken into consideration, it is easier to perceive the 
significance of the “five provinces scheme”, which the 
special mission of the Kwantung army sought to put 
into effect last year.* The five provinces that were to 
be detached from Nanking comprised not only Chahar 
and Suiyuan outside the Great Wall, but also Hopei, 
Shansi, and Shantung. Of the five in the original plan 
only Hopei and Chahar were induced to accept “ auto- 
nomy”’, and these not to the extent anticipated. Up to 
the present, Shansi under the rule of General Yen Hsi- 
shan has remained outside the sphere of Japanese control. 
But if the foregoing analysis of the situation has been 
correct, the separation from China of both Hopei and 
Shansi has become an objective of Japanese policy on 
which the new Government in Tokyo is not likely to 
compromise. 

Geographical, economic, and political conditions indicate 
a regional unity of Liaoning (South Manchuria), Hopei, 
and Shansi provinces under Japanese domination as the 
future main base of heavy industry in East Asia. With 
a planned development of the whole area Japan will become 
self-sufficient for emergencies in coking coal and oil; 
the exploitation of the low-grade iron ores of Manchuria 
will become increasingly profitable ; and a new market 
for the Japanese lighter industries will be created. Shansi 
can be developed only by means of new railways, and these 


* See THE Rounp TaBLe, No. 102, March 1936, pp. 288-305 
(including map). 
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will presumably be undertaken by the South Manchurian 
Railway Company, which now holds a monopoly of all 
railway construction in Manchukuo. The symbol of the 
new expansion is the Showa Steel Works at Anshan, 
now the second largest steel plant in the Far East, equipped 
to turn out 400,000 tons of pig iron and 350,000 tons of 
steel annually. 


Ill. JAPAN, CHINA, AND THE U.S.S.R. 


‘c E desire”, said Mr. Hirota in a prepared state- 
ment to foreign correspondents on March 25, 
“to secure the stabilisation of East Asia and at the same 
time to foster cordial relations with all countries. . . . We 
shall endeavour . . . to bring about co-operation between 
Japan, Manchukuo, and China. We shall cultivate friend- 
ship with Great Britain, the United States, and Russia, 
thus fulfilling our great mission to stabilise East Asia”. 
“ Co-operation ” between Japan, Manchukuo, and China 
may be taken to refer to the idea of a “‘Japan—Manchukuo- 
China economic bloc”, which is much discussed in Japan, 
and the emphasis on “ stabilisation” points to a renewed 
attempt to realise the five-provinces separatist scheme. 
Last year the attempt broke down because it had not a 
sufficient backing of force, and the failure of the Okada 
Government to provide such a backing was one of the 
most serious shortcomings laid to its charge by the 
chauvinists. This year we may expect to see the plan 
carried through even if it involves large-scale military 
operations. It is unlikely that Japanese troops stationed 
in North China will be used outside the Peiping—Tientsin 
area, or that this area will be the base of operations in view 
of the friction with the Western Powers that would result 
from turning northern Hopei into a theatre of war. If 
a campaign is launched, it will probably be carried out by 
the Kwantung army, first occupying Chahar and Suiyuan 
as far as the railhead at Paotou on the great northern bend 
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of the Yellow river, and then invading Shansi from the 
notth along the motor road from Tatung to Taiyuan. 
In any case Chahar and Suiyuan, provinces of Inner 
Mongolia outside the Great Wall, must be occupied as 
a preliminary to any advance in North China, in order to 
provide cover against a possible Soviet intervention from 
Outer Mongolia. 

The Tokyo action of February 26 was followed by a 
significant change in the Japanese military command in 
Manchukuo. The commander of the Kwantung army, 
which holds the borders of Manchukuo, has extraordinary 
powers that make him virtually the ruler of the country, 
and the post is therefore one of the greatest importance 
in the Japanese military-political system. Under the 
Okada Government it was given to General Minami, who 
was the Minseito War Minister in 1929-31. After the 
February mutiny this general, compromised by his political 
connections with the anti-expansionist politicians, was 
replaced by General Ueda, who commanded the Japanese 
expeditionary force at Shanghai in 1932 and is free from 
the taint of Minseito-ism. Ueda’s arrival in Manchukuo 
was followed by several clashes of great violence on the 
Siberia~—Manchukuo and Mongolia—Manchukuo borders, 
and by Moscow’s announcement of a treaty of defensive 
alliance between the Soviet Union and the Mongol People’s 
Republic (that is, Outer Mongolia, which is still inter- 
nationally recognised as under the sovereignty of China). 
The proclamation of the alliance, preceded by a definite 
statement of intention from Stalin himself, has served as 
a solemn warning to Japan that Russia is ready to go to 
war if Outer Mongolia is invaded. It was nevertheless 
in a sense a diplomatic success for Japan; for Russia has 
been compelled, first, to acknowledge openly the character 
of her relations with the Mongol republic (instead of 
maintaining the fiction of China’s sovereignty there), and, 
second, in making a treaty of alliance with the Mongols 
without China’s consent, to violate both the Sino-Soviet 
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Treaty of 1924 and Article 10 of the Covenant of the League 
of Nations, to which Russia so recently vowed fidelity. 
The Nanking Government made a formal protest to 
Moscow on the publication of the treaty, and Sino-Russian 
relations have not been improved by an act that finally 
removes from China’s control another vast area of what 
was previously, at least in juridical form, Chinese territory. 

The Japanese-Soviet border clashes are to be interpreted 
as part of a process of minatory bargaining for a settlement, 
rather than as reflecting a real intention of Japan to make 
war on the Soviet Union. The Japanese might have taken 
the Siberian Maritime Province without great difficulty 
early in 1932, if they had not then dissipated their strength 
and ruined their international diplomatic position by their 
action at Shanghai. To-day the opportunity for an easy 
victory over Russia is a thing of the past, and a war would 
be a very costly and desperate affair with a grave risk of 
defeat and no worth-while spoils of victory. The riches 
of the Soviet Union lie in Europe and western Siberia, 
not in eastern Siberia or Outer Mongolia; the economic 
indicator for Japanese imperialism points towards Tientsin 
and Shanghai, not towards Vladivostok or Urga. Why 
indeed should the Japanese play for low stakes at great 
tisk when they can play for high stakes at small risk ? 
The communists and their friends talk a great deal about 
the plan of attack on the Soviet Union in the Far East, 
and it cannot be denied that there is much anti-Soviet 
sentiment in the Japanese army, but surely Marxists should 
be the last people to maintain that sentiment determines 
policy against the main line of economic interest. China, 
and not Siberia, must be in the long run the paramount 
concern of Japan’s continental policy. But in order to 
achieve Japanese aims in China it is necessary to drive a 
territorial wedge between China and Russia, and to establish 
a good strategic frontier against the Soviet power in 
Mongolia. The Russians for their part are certainly 
anxious for a settlement of outstanding issues with Japan; 
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for while the Soviet Government is resolved not to yield 
an inch of Soviet territory, nor to allow a Japanese conquest 
of the Mongol republic, its first concern is with the 
European situation, which holds for it a threat far more 
serious than the menace from Japan, and there is reason 
to believe that it would go far to obtain an agreement 
with Japan that would enable it to concentrate its strength 
in Europe. At the moment of writing, the commotion 
on the Soviet-Manchukuo border has subsided, and 
Marshal Voroshilov has received an invitation to come to 
Tokyo, though it is not yet certain whether his Govern- 
ment will allow him to go. Whether he goes or not, it 
is probable that there will be a further relaxation of tension 
between Russia and Japan, and that General Ueda will 
shortly turn his attention towards the south-west. 





BROADCASTING IN THE 
DEMOCRATIC STATE 


By a Correspondent 


I. A PLEA FoR AN OPEN MIND 


ROADCASTING in England dates only from 1922, 

and since that date it has been the subject of no less 
than three major official enquiries. The last of these, 
under the chairmanship of Viscount Ullswater, has recently 
published its report. The Ullswater Committee was asked 
to consider the constitution, the control and finance of the 
broadcasting service in this country, and to advise generally 
on the conditions under which the service should be con- 
ducted after the end of this year, when the present charter 
of the British Broadcasting Corporation expires. As 
eleven years have elapsed since the last report was made, 
the committee might have construed their terms of reference 
widely and have considered the whole matter afresh, 
taking into account the experience of broadcasting under 
different systems in other countries. Unfortunately, they 
seem to have accepted the present organisation without 
adequately reviewing other possible systems; the advan- 
tages and disadvantages of a public corporation, much less 
the possible danger of vesting the whole service in one 
autocratic body, are not examined in theit report. 

The committee recommends that the ptesent chatter of 
the B.B.C. should be extended, subject to sotfe minor 
changes, for a term of ten years, and in general its report 
confirms the recommendations of the Crawford Committee 


of 1925 that the broadcast service should be conducted 
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by a public corporation acting as a trustee for the national 
interest and that its status and duties should correspond 
to those of a public service. In this respect it has done 
its work as though its terms of reference were to report 
on the work of the British Broadcasting Corporation 
and to advise what changes (if any) are necessary in its 
ptesent organisation, rather than to consider in the light of 
experience from all countries the whole question of broad- 
casting, using the B.B.C. as one of many examples of the 
way in which such a service can be organised. In view of 
the infancy of this industry and its importance in ademocratic 
community, it is only proper that the constitution, control, 
and finance of the service of broadcasting should be fully 
and widely reviewed. 

The idea of a public corporation acting as a trustee for the 
national interest is no doubt the machinery that most 
socialists wish to see adopted almost universally as the form 
of industrial organisation. In respect of many industries 
the reasons advanced for such a form are: first, the elimina- 
tion of private ownership so that the State and not a group 
of individuals benefits from the income or capital profit of 
the undertaking ; second, the concentration of organisation 
under one control, which eliminates the waste of com- 
petitive enterprise and at the same time makes efficient 
planning of industry possible; and, third, the development 
of industtial organisation on the lines of more democratic 
control Within the industry and more public control outside. 
The arguments against such a system of control are the 
interference by politicians in the every-day management of 
the business, the direct interference of Parliament in the 
financial management of an undertaking, the refusal of the 
Government to take a proper but unpopular line with an 
organisation that may have a substantial public interested 
in its operations, and the absence of that stimulus for pro- 
gress and development which comes from rivalry between 
different competing organisations. 

Whatevet advantages there may be for public ownership 
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and control of such public utilities as transport, coal, 
electricity, gas, or water, are they so applicable in regard to 
broadcasting ? The nationalisation of the mining industry, 
which deals with a commodity only, raises no more thorny 
problems than that of compensation; but broadcasting 
is in a different category altogether. With the press 
and the films it is one of the three great organs moulding 
public opinion. The British Broadcasting Corporation 
has a monopoly of the most popular form of presenting 
knowledge, news, thought, and discussion. We may want 
uniformity in the quantity or quality of gas or electricity, 
together with a uniform rate, but we do not want the 
same uniformity in broadcasting. The supply of electricity 
or gas cannot be used, as the radio can, to mould public 
opinion or to spread news. Furthermore, with a basic 
commodity or service to distribute, it is comparatively 
simple for a public utility corporation to act as a trustee 
in the national interest. Light and heating the public 
want, and they want it in much the same forms and in 
much the same quality. But that is not true of broad- 
casting. How is freedom of speech to be safeguarded 
when all the stations are under the same control? It is 
no light task for a corporation to act as a trustee in the 
national interest when there are as many ideas of the 
national interest as there are political or social organisations, 
ot for the governors of the British Broadcasting Corpora- 
tion to act strictly as trustees when their powers are in- 
capable of definition and their beneficiaries and their 
beneficiaries’ needs and requirements are changing from 
day to day. 

It is the peculiar nature of the work done by the broad- 
casting service that differentiates the B.B.C. from any 
other public utility—for example, the London Passenger 
Transport Board. Can the broadcasting service be pro- 
perly monopolised by the State without endangering that 
freedom of thought and discussion which is a cardinal 
ptinciple of any democracy that claims to be free? The 
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first comparison that comes to mind is the press. We 
could hardly reconcile a free democracy with a nationally 
owned press—a British Newspaper Corporation created by 
charter and under the control of the Government of the day. 
Few of us would like to see a British Newspaper Cor- 
poration—with the sole monopoly of printing and dis- 
tributing news—operating under licence from the Home 
Sectetaty. Freedom of the press has grown up only by a 
continual process of less interference by the State and the 
gtadual relaxation of restrictive legislation. In detail, 
the freedom of the present-day press is fundamentally 
dependent upon advertising revenue; for the venality of a 
newspaper is a function, not only of the morals of its editor 
or owners, but also of its financial resources. Even con- 
trol by capitalist magnates is preferable to the bribery of 
financially unstable newspapers by special interests, of which 
certain continental countries furnish too many examples; 
for the influence is at least open and known. No one in 
this country would be satisfied with a state monopoly of 
the newspapers, whoever the Board of Governors might 
be; and if we will not accept a state monopoly of the press, 
why is it that we support the state control of broadcasting 
as established here, and as recommended by the Ullswater 
Committee to continue ? 

The first answer to such questions is that it is necessary 
to have some form of state control. On the technical 
grounds of the use and allocation of a limited number of 
wave-lengths there must be some body controlling the num- 
ber of broadcasting stations in Great Britain, and the State 
is obviously indicated to exercise that control. But such 
an answer does not fully dispose of the question. If the 
number of licences is to be limited, cannot the State give 
a licence to more than one body? And need the body to 
whom the licence is given always be a public one? If it is 
accepted that in matters of opinion there should be the 
fullest expression of ideas, it would seem unreasonable 
to give the monopoly of broadcasting to one corporation, 
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and not to divide it among different groups on conditions 
that would provide sufficient scope for the presentation of 
all ideas. It is at least worth considering whether a system 
of many stations could not be established here, and whether 
that system would be a sufficient protection against the 
danger of monopoly. 

In Great Britain there is a nationally owned system whose 
revenue is derived from licence fees. In the United States 
there is a multiplicity of stations whose revenue is derived 
from advertising. The Ullswater Committee dismisses 
the introduction of advertising in so few lines as to lead 
one to suspect that its members did not approach the 
problem with open minds and with the determination to 
make the most of experience in other countries with different 
systems from our own. Direct advertising was rejected 
because the committee was “ most anxious that the intel- 
lectual and ethical integrity which the broadcasting system 
has attained should be preserved”. Were not one of the 


members of the committee the chairman of our most 
famous newspaper, one might infer that they believed the 


press in this country to have neither intellectual nor ethical 
integrity. Is there any reason to suspect that if direct or 
sponsored advertising were introduced the intellectual 
and ethical integrity of broadcasting in the country would 
depreciate ? 

People have a horror of introducing into England some 
of the systems of radio advertising to be found in certain 
foreign countries. But it is unreasonable to condemn 
all forms in all countries, and we might draw special 
benefit from experience in other parts of the Commonwealth. 
In Australia there is a combination of both systems. That 
country has a national service on the lines of the British 
Broadcasting Corporation. At the same time the Post- 
master General has power to issue further licences for 
ptivately owned stations. These stations are partly 
financed by advertising and are carried on—like any news- 


papers or stores—as commercial enterprises; some are 
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owned by and organised in the interests of political parties 
and religious orders. The existence of this system does 
extend the range of subjects discussed and the type of 
programme given, and it does provide for the fullest 
expression of all shades of opinion. Furthermore, the 
competition of these “ B ” class stations, as they are called, 
serves as a very excellent stimulus to the National Station. 
To those who fear that, once allowed to creep in, advertising 
will monopolise all the time, these stations are instances 
to the contrary, for their sponsored advertising has not 
had that effect. This at least could be said for such a 
system, if it were adopted here: that it would provide 
revenue for more programmes and give listeners an op- 
portunity of listening to operas, concerts, and talks that 
ate barred to-day by lack of funds. 

Admittedly there are powerful and familiar arguments 
on the other side; this is not a brief for radio adver- 
tising, but a plea for keeping an open mind. It may be 
that the great majority of listeners in Great Britain would 
dislike above all other considerations the punctuation of 
programmes with announcements that they were hearing 
this or that by courtesy of some advertiser. But this has 
certainly not yet been proved, and it is noteworthy that a 
great many British listeners nowadays switch on to popular 
programmes from “ pirate ” advertising stations in neigh- 
bouring European countries, stations that are becoming 
so well established as to remind us that some of the pioneers 
of the Empire’s command of the seas came close enough 
to the verge of piracy. In these times, when freedom is 
on the defensive, it is surely unwise to reject, without much 
more profound consideration than seems yet to have been 
given, a system that is the bulwark of the present-day 
freedom of the press. 

The Ullswater Committee dealt shortly with the question 
of regions for broadcasting purposes, but did not specify the 
number of regions “‘as the allocation or use of wave-lengths 
involves technical questions”. It seems unfortunate 
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that they apparently did not consider any fundamentally 
different form of grouping. The report says that it is 
“clearly undesirable that large populations which differ 
widely in their character and culture should be combined 
within a single region”. Surely the tastes of one class of 
the population in the Midlands are very much the same 
as those of a similar class in the West or in the North. 
An experienced constructor of broadcast programmes 
would presumably say that the difference between those 
who have tea at six and those who dine at eight is much 
more important for his purposes than the difference between 
those who talk with a Cockney and those who talk with a 
Lancashire accent. 

If it is possible with the limited range of wave-lengths 
at our disposal to have, say, seven stations in Great 
Britain, we would do well to consider with an open mind 
the possibility of a different system from that of a single 
corporation controlling all the broadcasting stations. 
Several possibilities suggest themselves. Instead of having 
one broadcasting corporation operating a national and 
many regional stations, we might have seven broadcasting 
corporations each operating one station, all under a charter 
from the State and under licences from the Postmaster 
General, but the whole seven licensees being on an equal 
footing among themselves. In this way, it may be claimed, 
we would provide for each station six competitors, and 
there would be more opportunity for the expression of 
different views, greater freedom, and much greater variety 
in the programmes produced. A change along these lines 
could be carried out in either of two ways. The stations 
could all be public corporations similar to the B.B.C., or 
alternatively some of them could be state owned and con- 
trolled, like the B.B.C., and some privately owned. 

There is a further suggestion that might be considered. 
Instead of a purely regional distribution of stations, could 
not the wave-lengths be allocated according to subject 
matter, and not according to geography? Broadcasting 
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has many aspects—education, music, drama, amusement, 
and news all find their place in the programmes. The 
suggestion has been put forward that there might be a 
series of stations each operating under a separate charter 
and an official licence, and each one primarily responsible 
for a particular class of broadcasting work. There could 
be one station for news, another for education, a further 
station for political parties, another for concerts, operas 
and music, and still another for lighter entertainment and 
amusement. (This catalogue is not meant to be com- 
prehensive or precise.) Each of these stations would be 
free to supply complete programmes as the British Broad- 
casting Corporation does to-day, possibly exchanging 
parts of programmes with other stations, or hiring them 
for a fee. But the governors of the several corporations 
would be for the most part experts in their particular 
branch; and the licence would provide that a certain 
minimum share of programme time must be devoted to 
the particular work for which the station had been organ- 
ised. For example, the board of control of the educational 
station would be composed of nominees from the different 
universities and schools and from the Board of Education, 
and entrusted with providing such educational broadcasts 
as in their opinion were valuable. This would not mean 
that they would be excluded from relaying news or from 
giving musical or entertainment items, but the licence 
would provide that a certain percentage of the time of the 
station was allotted to educational programmes, and the 
special interests of the persons in charge of the station 
would be a sufficient guarantee that the major part of the 
service was devoted to educational broadcasting. The 
other stations could be constituted in a similar way. For 
the political stations an arrangement could be made between 
the political parties whereby the time was allocated between 
them by agreement, with the Speaker as arbitrator in the 
event of any dispute. 

These are only suggestions, necessarily inchoate in form. 
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The trouble is, not that they have been wrongly rejected, 
but that they do not seem to have been considered at all. 
The interests of democracy and freedom are so vital that 
no plan should be lightly spurned that seeks to safeguard 
them, whether by the division of the broadcasting service 
between a number of licensees or by any other means. 


Il. A BALANCE OF POWERS 


HE question of the degree and character of state 

control of broadcasting is in a large measure incidental 
to that of the type of broadcasting concern—whether it 
should be a single public corporation, or several public 
corporations, or privately owned and managed stations, or 
a combination of the two systems. But the two questions 
are not identical, for it is clear that even with the most 
completely individualist system the Government must 
retain some ultimate right of control. The State cannot 
afford completely to relinquish, at least in emergencies, 
its grasp of so powerful and all-pervading an instrument 
as broadcasting. 

The British Broadcasting Corporation, though described 
in the Crawford Report as having a status and duties corre- 
sponding with those of a public service, is different from a 
state department or a public service. In the first place it 
does not transact the ordinary business of the State, and in 
the second place if it is to be effective it must have a 
certain amount of independence and not be under the 
direct control of a Minister as an ordinary state depart- 
ment must be. The question is one of reconciling the 
control by the State with the independence of the Cor- 
poration, and this question has been the subject of much 
discussion by the different committees that have reported 
on broadcasting. The Crawford Committee stated that 
the prestige and status of the Commission should be freely 
acknowledged and their sense of responsibility emphasised ; 


that, although Parliament must retain the right of ultimate con- 
trol and the Postmaster General must be the Parliamentary 
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spokesman on broad pretons of policy, the Commissioners 
should be invested with the maximum of freedom which Par- 
liament is prepared to concede. 


Subsequently the Postmaster General said in the House of 
Commons on November 15, 1926: 


While I am prepared to take the responsibility for broad issues 
of policy, on minor issues and measures of domestic policy and 
matters of day-to-day control I want to leave things to the free 
judgment of the Corporation. 


Finally, a resolution was passed in the House of Commons 
on February 22, 1933, in the following terms : 


That this House, being satisfied that the British Broadcasting 
Corporation maintains in general a high standard of service, is of 
opinion that it would be contrary to the public interest to subject 
the Corporation to any control by Government or by Parliament 
other than the control already provided for in the charter and 
the licence of the Corporation; that controversial matter is 
rightly not excluded from broadcast programmes, but that the 
governors should ensure the effective expression of all important 
opinion relating thereto; and that only by the exercise of the 
greatest care in the selection of speakers and subjects can the 
function of the Corporation be fulfilled and the high quality of 
the British broadcasting service be maintained. 


Two distinct questions have to be considered: the 
extent of state control, and whether that control is to be 
parliamentary or ministerial. Under certain sections of its 
charter the B.B.C. is bound to observe the provisions of 
any licence granted by the Postmaster General and any 
instructions that he may issue from time to time. The 
Corporation is also bound to broadcast any matter that 
any government department may require, and to refrain 
from broadcasting any matter that the Postmaster General 
may specify. Finally, there is a provision for direct 
government control of all broadcasting in a national 
emergency. 

On two occasions since 1925, namely in 1926 and 1931 
(both periods of political turmoil), undue influence of a 
political party has been alleged. Mr. Attlee deals rather 
fully with this aspect of the matter in his reservations to the 
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Ullswater report. He agrees that the control of the British 
Broadcasting Corporation by the State in an emergency is 
obviously necessary, but he emphasises that there is a point 
at which it is difficult to decide whether the emergency is 
that of the State or that of the Government as representing 
the political party in power. By way of illustration, he 
instances the two occasions mentioned above, when the 
broadcasting system was used by the Government of the 
day in order to support its own policy, which may or may 
not have been for the benefit of the State. 

Complaints such as these are symptomatic. It is not 
only Mr. Attlee’s supporters who are anxious about the 
relations between the Corporation and the State. The 
present phase of widespread public and parliamentary 
desire for larger opportunities of criticising the conduct 
of the B.B.C. is a logical development from the plan of 
establishing a powerful monopoly, and it may be that we 
are at a moment of transition to still another phase. The 
Ullswater Committee recommended the appointment of a 
Minister to answer questions on the “cultural” side of 
broadcasting. In the debate in the House of Commons a 
demand for at least one day a year of parliamentary time for 
the discussion of B.B.C. affairs received a wide measure of 
sympathy. This is bred of a just desire to keep under the 
democratic eye of Parliament a powerful thing that Parlia- 
ment has created. But the connection between the 
Corporation and Parliament must be through a Minister, 
and a Minister is a member of a Government and of a 
political party. If he has to answer questions and respond 
to criticism he will not be content to be only a mouthpiece, 
but will seek by his influence, rather than by his legal powers, 
to make the conduct of the British Broadcasting Corpora- 
tion such that he can agreeably defend it. The logical 
conclusion of the public monopoly system is ministerial 
authority; the check on ministerial authority is parlia- 
mentary and public discussion. 

It is, after all, a choice of evils, but we ought to be 
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clear in our minds which road we are following. Are we 
to safeguard freedom, under this powerful régime of the 
radio, by some attempt at analogy with the freedom of the 
press, or are we to safeguard it through a balance of powers 
between a corporation, the Government, and the parlia- 
mentary watchdog? The Ullswater Committee virtually 
dismisses the first alternative, and enough has been said 
about it in the earlier part of this article. The second 
requires that the control of the State should be as far as 
possible a parliamentary and not a ministerial control. 
Apart from requiring messages of urgent public importance 
to be given, all other instructions should be subject in the 
first place to a resolution of Parliament. A Minister 
wishing to enforce any order would in the first instance have 
to face the publicity of the House and the press in having 
his order confirmed by Parliament. Furthermore, the clause 
in the licence whereby broadcasting can be taken out of the 
Corporation’s hands in the case of emergency should be 
effective only after a resolution of both Houses of Parliament 
has been passed. Clearly enough, a Government with 
a substantial majority in both Houses could at any time get a 
resolution through on a party vote, but on the other hand 
the discussion that would be necessary before the resolu- 
tion was passed would be such as to give the country 
an opportunity of considering not only whether the need 
for such control had arisen, but also whether the power was 
being properly exercised. 

There can be no doubt that the State must in the final 
resort have complete control of the broadcasting system 
of the country. It is important, however, to ensure that 
in exercising this control it will do so in the interest of the 
country as a whole and not in the interest of a group, and 
this can be safeguarded, first, by giving as full a power as 
possible to the Corporation, secondly, by making the 
directorate of the Corporation as widely representative as 
possible of the different interests in the country, and thirdly 
by providing that no state control shall be directly exercised 
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without its having previously received full publicity by a 
proper discussion in Parliament and in the country. 


Ill. Finance 


HE independence of the Broadcasting Corporation 

depends to a certain extent upon the amount of 
revenue that it is entitled to receive, and the financial rela- 
tions between the Corporation and the Government raise 
important issues both as to the development of the idea of a 
public corporation and as to the place that such finances 
are to occupy in the national fiscal system. If a public 
corporation is to be independent and, for purposes of 
management, free from political control, then it should 
have the right both to raise and to control its own revenue. 
On the other hand, the public and the State are entitled to 
have the fullest information with regard to the raising and 
spending of this revenue, and the fullest opportunity of 
discussing this information. Here again any limitation 
that is to be placed on the Corporation’s powers, once they 
are granted, should be a limitation exercisable only by a 
resolution of both Houses, so that no Minister as such 
would have power to interfere with the financial position 
of the Corporation in any way at all. 

At the present time the British Broadcasting Corporation 
under its licence receives a certain percentage of the money 
received by the Postmaster General from licence fees. The 
Ullswater Committee recommends that, once the costs 
allocated to the Post Office for raising this revenue have 
been deducted, the share of the remainder to be allocated 
to the Corporation should not Le less than 75 per cent. of 
the current receipts. It seems that the Commission might 
have gone even further in this respect and allocated the 
whole of the wireless fees to the British Broadcasting Cor- 
poration, after deducting only the cost of collection. If 
there is a surplus of receipts over expenditure, as in the last 
few years, one of two conclusions can be drawn. Either 
the fees are too high for the service given and the public 
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could benefit by paying smaller licence fees; or the B.B.C. 
could spend more money on the entertainment provided 
for its patrons, so as to use up part of the surplus revenue 
that it now receives. No one will deny that the field of 
entertainment has not been fully tapped by the B.B.C., 
and that there are many concerts and operas that could be 
relayed, and many artists whom the people of this country 
have not yet heard “ over the air”, whose services could for 
a substantial payment be obtained by the Corporation. If 
there is to be a monopoly, then the whole of the income 
arising from the monopolised service should go to the 
Corporation. ; 

In so far as the Corporation is a public body, then it is 
important that all the details of its finances should be 
available for public inspection, criticism, and discussion. 
Either quarterly or half-yearly accounts should be supplied 
to Parliament with a full report; they should not be 
merely a summarised statement of receipts and disburse- 
ments (as often a company’s balance sheet is), but should be 
given with the fullest details, so that anyone could ascertain 
the amount of revenue received by the Corporation and how 
and in what directions it is spent. Finally, the Corporation 
should have power (as it has) to borrow money up to a 
certain amount. The Ullswater Committee recommends 
that the limit of its borrowing powers might be raised to 
£1,000,000. It would seem that the limit should be 
dependent partly on the capital assets that the Corporation 
possesses, and partly on the revenue it receives each year. 
In the light of these two facts, the borrowing powers should 
be such as any other corporation with a similar capital and 
revenue would be entitled to, in the ordinary way of 
business and in the open market. 


IV. CoNcLusIon 


HE British Broadcasting Corporation is an interesting 

experiment in the form of control by the public of a 

vety important institution, It is too early yet to determine 
sor 
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whether this experiment will be successful, and it will tax 
all the ingenuity of statesmen to work out a proper form of 
organisation, that will reconcile the necessary control by 
the State with the equally necessary independence of the 
Corporation. A more fundamental consideration at the 
present time is to determine whether the monopoly should 
be exercised through one corporation or whether further 
licences should not be granted by the State to other corpora- 
tions as well, and whether, in the latter event, these further 
licences should be held by public corporations similar to the 
B.B.C., or by corporations privately owned though subject 
to state control. If the maximum amount of freedom of 
thought and discussion is to be maintained, it may be that a 
multiplicity of independent stations subject to state control 
will be the ultimate form of organisation. Democracy has 
in its charge an immensely powerful agency for good or ill, 
which dictators at least have known how to use. It is one 
of the most vital tasks of government to learn how to make 
this instrument the agent of freedom, as strong in that cause 
as in the service of any dictator. 





A LEGISLATURE FOR 
PALESTINE ? 


I. Economic PRosPERITY AND PoLiticAL UNREST 


NE of the most noticeable features of the post-war 
epoch has been the growing recognition of the 
impossibility of extricating politics from economics. 
Statesmen throughout the world have realised that eco- 
nomic recovery was likely to provide the best escape from 
political embarrassments, and the cycle of boom and slump 
has come to be regarded as the most accurate barometer of 
political stability. In Palestine, however, this principle 
does not seem to apply. During the last ten years, eco- 
nomic improvement has proceeded at a pace which the most 
fervent Zionist never dared to expect and which the most 
rabid Arab nationalist is unable to discount. But this 
amazing prosperity has brought no relaxation in the politi- 
cal tension. The upheaval of 1929 followed upon three 
years of steady progress made under the guidance of Lord 
Plumer. ‘To-day the contrast between economic prosper- 
ity and political strife is equally glaring. The figures for 
the financial year ending March 31, 1936, reveal that the 
Government has accumulated a surplus of over £5 ,000,000, 
an increase of £500,000 on the surplus a year previously. 
Customs revenue has increased by £1,000,000, and the 
official immigration figures for the year 1935 constitute 
a record. At the same time the Palestine Government 
is more than ever obsessed with political difficulties. 
During the last few months the Administration has been 
made the butt for Zionist contempt in this country and 
increased Arab hostility in Palestine. The fear of a re- 
currence of the 1933 riots is always present, and protest 
meetings organised in sympathy with Arab nationalist 
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claims in Syria and Egypt have aroused considerable sup- 
port. More recently, clashes between Jew and Arab in 
Nablus, Jaffa and elsewhere have resulted in many deaths 
and injuries. The disturbances apparently began with 
“an attack on some Jews by Arab bandits. Retaliation 
soon followed, and the situation, especially in Jaffa and 
Tel Aviv, became so serious that a general outbreak seemed 
possible at any moment. A general strike was proclaimed, 
and some of the Arab leaders have demanded its continu- 
ance until the Government should agree to the stoppage 
of Jewish immigration, the prohibition of land sales to 
the Jews, and the formation of a national Government 
responsible to a representative council. 

This contrast between political and economic conditions 
gives the clue to the attitude adopted in Parliament and else- 
where in this country towards policy in Palestine. For the 
Jews are undoubtedly responsible for the economic pros- 
perity, while the Arab leaders must be looked upon as 
the main source of political unrest. The Jews base all 
their demands on the provisions of the Balfour Declaration 
and the mandate. The Arabs make no effort to hide their 
detestation of the post-war settlement and their complete 
refusal to accept its implications. The Jews therefore 
ate desirous of working in harmony with the Government, 
whilst the Arab movement must be regarded as at any rate 
potentially revolutionary. 


II], THE GOVERNMENT’S PROPOSALS 


HESE facts no doubt help to account for the astonish- 

ing unanimity in the opposition aroused in this country 
to the Palestine Government’s latest proposals. Ever 
since 1919, Arab nationalist feeling has been concentrated 
on two grievances. Arab delegations have continually 
pressed the Government for a pronouncement, first on the 
subject of land policy and second on the problem of self- 
government. It appears that they have now been successful 
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in extracting from the Government important conces- 
sions on both these points. The High Commissioner 
has announced his intention of passing a law whereby 
no landowner will be permitted to sell his land unless he 
retains a minimum area sufficient for his subsistence. 
The Jews interpret this proposal as a direct attempt to 
curtail the possibility of land purchase and hamper their 
efforts to establish a National Home. 

The other proposal from the Jewish point of view 
appears even more serious. At the end of last year de- 
finite plans were announced for the institution of a legis- 
lative council. According to this scheme, representation 
for the different communities on the council is to be made 
roughly proportionate to the numbers of their adherents 
now residing in the country. The Jews claim that this 
proposal means that control will be handed over to a 
community avowedly opposed to the mandate, and that 
they will be forced to occupy the position of a permanent 
minority. Such a change would place in jeopardy the 
economic prosperity which is admitted to be dependent 
on Jewish immigration and Jewish capital. Moreover, 
British obligations to the Jewish people would obviously 
appear farcical if the Jew were now forced to wear the badge 
of sufferance in his own National Home. It is claimed, 
therefore, that taken in conjunction with the land proposals 
this new policy constitutes a surrender to Arab pressure and 
a serious breach of British pledges. 

These objections are not the outcome of mere partisan- 
ship. The recent debates in Parliament revealed that the 
new proposal had excited apprehension among all sections 
of political opinion. ‘The Government’s defence consisted 
mainly of a reliance on the judgment of the High Com- 
missioner, little effort being made in either House to uphold 
the plan on its merits. Such a defence is obviously un- 
likely to allay the misgivings of opponents of the scheme. 
It seems possible, therefore, that the new proposal may give 
rise to an agitation hardly less harmful to the true interests 
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of Palestine than that which followed the publication of 
the Passfield White Paper in 1930. If the Government 
wishes to meet its critics, three questions must be answered. 
(1) Is the institution of a legislative council compatible 
with or required by British obligations and pledges ? 
(2) How valid are the rival claims of Jew and Arab regard- 
ing the institution of a self-governing body? (3) Will 
the new proposal tend to appease or exacerbate communal 
differences and how will it affect the general administration 
of the country? This is a question of peculiar interest to 
the British peoples owing to the varied experience of such 
institutions that they have been able to acquire in other 
parts of the Empire. 

British policy towards Palestine since the war has been 
so confused that it is impossible to give a definite answer 
to the first of these questions. Article Two of the mandate 
imposed on the mandatory Power the task of securing 
“the establishment of the Jewish National Home”, “the 
development of self-governing institutions ” and the safe- 
guarding of the civil and religious rights of all the inhabit- 
ants of Palestine. In Syria the French were required to 
introduce an Organic Law for the setting-up of self-govern- 
ing institutions within three years of their acceptance of 
the mandate. Presumably no time limit was imposed on 
the British in Palestine owing to the complications that the 
pledge to the Jews might introduce. But, apart from this 
limitation, the Arabs in Palestine had the right to suppose 
that their claim to self-government would not be considered 
any less favourably than that of the Arabs in Syria. In any 
event the introduction of a plan for a legislative council 
by Sir Herbert Samuel in 1922 clearly revealed that the 
British Government felt itself under an obligation to intro- 
duce self-governing institutions. In 1922 the Arabs 
boycotted the elections and the plan was dropped. They 
still hoped to secure a repudiation of the mandate and they 
were not prepared to follow a course that seemed to imply 
acceptance of it. 
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After this first failure the British Government appeared 
to favour the indefinite postponement of a similar experi- 


ment. In 1925 the report of the British Government to the 
League said : 


The proposal to form a Legislative Council has not been and 
cannot be usefully revived while Arab leaders maintain their 
opposition to a fundamental principle of the Mandate. 


In June 1930 Mr. Drummond Shiels repeated the same view 
more forcibly, and went so far as to claim that even negoti- 
ations were ruled out until the Arabs accepted the mandate. 
Later in the same year the Government appeared to revert 


to the 1922 policy. The Statement of Policy issued in 
October 1930 said : 


The time has now come when the important question of the 
establishment of a measure of self-government in Palestine must, 


in the interest of the community as a whole, be taken in hand 
without delay. 


Following upon this clear pronouncement the High Com- 
missioner said at Geneva in 1932 that he was considering 
the possibility of a legislative council, and in 1935 the plans 
were finally issued. It is clear from this short survey 
that the Government’s pledges have been short-lived and 
contradictory. Opponents of the scheme have claimed 
that the Government is pledged to postpone self-govern- 
ment until the Arabs accept the principles of the mandate. 
But the Arabs were openly opposed to the mandate in 
1922 and in 1930. In each of these years the Government 
revealed either by word or deed its intention of introducing 
a council “without delay”. Arab and Jew, Colonial 
Secretary and High Commissioner, can produce an equal 
amount of evidence to support either view. In making 
his proposal Sir Arthur Wauchope may claim that he is 
following the precedent set by Sir Herbert Samuel and 
Sir John Chancellor. 

In order to discuss the attitude of Jew and Arab to self- 
government it is necessary first to give a brief account of 
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the constitution of the proposed council. It is to consist 
of twenty-eight members, the number being made up of 
five official, eleven nominated unofficial, and twelve elected 
members. Of the twelve elected members, eight are to 
be Moslems, three Jews, and one a Christian. Of the 
eleven nominated unofficial members, three ate to be 
Moslems, four Jews, two Christians, and two trepresenta- 
tives of the commercial community. Clearly this arrange- 
ment gives to the Arabs a strong position. The majority 
of the Christian community are Arab, and it is probable 
that their representatives would vote with the Arabs 
on the council; for the nationalist and racial factor making 
for unity between Moslem and Christian far outweighs 
in importance any religious difference. It is quite possible, 
therefore, that the Jews would only be able to defeat a 
measure sponsored by the Arabs if they obtained the 
unanimous support of the other members of the council. 

Even so, this plan is probably less favourable to the Arabs 
than that suggested by the Palestine Government in 1922. 
According to that scheme the Council was to consist of 
twelve elected members and eleven officials, including 
the High Commissioner. Of the elected members, eight 
wete to be Moslems, two Christians, and two Jews. Under 
that arrangement the Jews would have been even more 
dependent on official support than they will be if the present 
suggestions come into force. The most interesting feature 
of the 1922 plan was the proposal to create an unofficial 
elected majority. Only a few British colonies have been 
considered to have reached this stage of development. 
The 1922 council was to be given legislative power to 
establish such ordinances as might be necessary for the peace, 
order, and good government of the country. The High 
Commissioner retained executive power and the right of 
veto. Matters relating to immigration were to be entrusted 
to a standing committee consisting of not less than half 
of the unofficial members of the council. 

The present scheme is more specific in its definition 
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of necessary safeguards. Mr. Thomas stated in the House 
of Commons that the council would not be permitted to 
discuss the mandate, immigration policy, or the affairs of 
the Jewish Agency. Efforts would also be made to prevent 
the council from being used as a platform for seditious 
propaganda. Both Arabs and Jews, however, have ex- 
ptessed their hostility to the present scheme. The dangers 
that it presents to the Jews are real and menacing. The 
Arabs, on the other hand, have probably expressed their 
unwillingness to co-operate in the hope of gaining further 
concessions. Even if these are not forthcoming they are 
likely to be prepared to work the scheme. 

The main ground for the opposition of the Jews has 
already been stated. They contend that to hand over 
control to a community opposed to the mandate would 
affect adversely the present status of the Jews in Palestine 
and the prospect of further immigration. In 1921 Sir 
Herbert Samuel laid down the rule that immigration 
must be restricted according to the capacity of the country 
to absorb newcomers. The Jews have often protested 
that absorptive capacity has been determined by political 
rather than economic factors. They feel now that the 
constant discussion of economic conditions in Palestine 
by an Arab majority on the council will increase the import- 
ance of these political factors. Moreover, if discussions 
on the mandate and immigration policy are to be ruled out, 
how will the legislators spend their time? Land policy 
and economic prosperity are inextricably connected with 
the subject of immigration, and from Dan to Beersheba 
the mandate and the position arising from it provide the 
main topic of political dispute. In Kenya a similar ruling 
was made in order to prevent a council mainly composed 
of the representatives of the immigrant British population 
from exercising control over native interests. It was 
soon discovered that almost every measure could be said 
to affect native interests directly or indirectly, and that the 
withdrawal of this subject left little to discuss. The attempt 
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to keep immigration policy exclusively in the control of the 
High Commissioner in Palestine would probably encounter 
the same difficulties. The Jews fear that in order to avoid 
friction with the council the Government would relax the 
safeguards and that their most vital interest would therefore 
become dependent on the whims of an Arab majority. 

The Jewish case against the Legislative Council is easily 
understandable and was effectively put in the House of 
Commons. Probably by reason of their lack of any organ- 
isation in this country, however, little or no attempt has 
been made to present the point of view of the Arabs. 
They believe that, had it not been for the Balfour Declara- 
tion, they would already have succeeded in gaining self- 
governing institutions. The Arabs possessed a certain 
measure of self-government under the Turks, and they 
naturally supposed that their co-operation with the allies 
in the war would help them to secure independence. 
Since the war, however, they have seen their hopes be- 
trayed. Experiments in self-government with varying 
degrees of responsibility have been made in Iraq, Syria, 
and Transjordan. They conclude that their own failure 
to secure similar treatment is due to Jewish immigration, 
a view that is supported by various statements from the 
British Government itself. In 1922 the Secretary of 
State informed an Arab delegation : 


The position is that H.M. Government is bound by a pledge 
antecedent to the Covenant, and they cannot allow a constitu- 
tional position to develop which may make it impracticable for 
them to carry out a solemn undertaking given by themselves 
and the Allies. 


The Shaw Commission which visited Palestine in 1930 
recognised that this feeling was still prevalent and that it 
was responsible for much of the anti-Jewish propaganda 
among the Arabs. ‘Their report stated : 


Those who wish for similar developments in Palestine (i.e. 
experiments in self-government such as had taken place in other 
Arab countries) have grounds for the opinion that were it not for 
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the eit fae cast upon H.M. Government by the policy 
contained in the Balfour Declaration their hopes and expectations 
might to some extent have been realised. 


The Arabs feel that the Jews have robbed them of inde- 
pendence. When, moreover, they read in certain extremist 
newspapers that the aim of the Jews is to make Palestine 
as Jewish as England is English or Canada is Canadian, 
their suspicions are naturally aroused. 

The moderate Arab would probably claim that he is not 
anti-Jew. Probably he would not be concerned to deny that 
prosperity in Palestine is largely dependent on Jewish 
enterprise. He wants to know, however, what effect Jewish 
immigration is to have in the future and whether his own 
tight to self-government is to be subordinated to Jewish 
claims. The riots that periodically interrupt the life 
of Palestine are fundamentally due to the Arab fear that 
the Jews may overrun the country and to the belief that 
the policy of the National Home is depriving the Arab 
of independence. The Palestine Government has probably 
proposed the institution of a legislative council in the hope 
that it may remove the most serious of the Arab grievances. 
The suggestion was made in the House of Commons 
that Jews and Arabs should be represented equally on the 
council. Such a proposal may have much to recommend it 
in theory. It would certainly, however, have been met 
by a policy of rigid non-co-operation on the part of the 
Arabs. It would exacerbate their grievances at a time when 
it is above all necessary that they should be allayed. Mr. 
Thomas rightly pointed out that, as the Arabs possess a 
majority of three to one, a system of parity in representation 
could not possibly be justified. The choice was between 
a council that gave the Arabs representation according to 
their numbers and no legislative council at all. 
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Il]. A ProsieM IN IMPERIAL GOVERNMENT 


T may be seen, therefore, that both Jew and Arab may 

make a good case in his defence. The Jew feels that a 
legislative council may endanger the mandate. The Arab 
feels that the mandate is depriving him of independence. 
It remains to discover whether the institution of a council 
is likely to create a more favourable atmosphere. During 
the debate in the House of Commons British experience 
in Cyprus and Ceylon was quoted as an argument against 
the new proposal. Developments in self-governing in- 
stitutions in those two colonies have proceeded along pre- 
cisely opposite lines, but in neither case can the experience 
be said to have been reassuring. In Cyprus, owing to 
the existence of a race conflict between the Christian Greek 
majority and the Moslem Turkish minority, the difficulties 
were in many respects the same as those that now face the 
Government in Palestine. The Greeks represent about 
eighty per cent. of the population, and their demands 
included responsible government, secession from the 
Empire and union with Greece. According to the con- 
stitution promulgated in 1925, the Greek representation 
on the council was to be equal to that of the official and 
Turkish members combined, the Governor retaining 
the casting vote. The grant of self-governing institutions, 
however, in no way appeased communal feeling. Serious 
riots resulted, and in 1931, largely owing to the intransi- 
gent demands of the Greeks, the council ceased to exist. 

Experience in Ceylon was not much happier. An Order 
issued in 1923 provided for a large unofficial majority 
on the reconstituted council. Executive power was retained 
by the Governor, who was also given the right to pass any 
Bill of paramount importance. The unofficial majority came 
gradually to regard itself as a permanent Opposition, and 
the executive was forced to make considerable con- 
cessions in order to avoid an open breach. To end the 
deadlock the Donoughmore Commission recommended 
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a large increase of the council’s legislative and executive 
powers, and the demand for Dominion status and the aboli- 
tion of safeguards became more and more insistent. 

These examples reveal clearly enough the kind of diffi- 
culties that are likely to arise when representative institutions 
are gtanted to a people whose capacity to govern is still 
open to question. Such institutions are granted in the hope 
that a closer contact with the machinery of government 
will foster a sense of responsibility. Safeguards are 
provided in order that this responsibility may not be 
abused. Safeguards, however, are necessarily flimsy and 
insecure. If they are enforced, as happened in Cyprus, 
constant friction is likely to make the constitution unwork- 
able. If they are relaxed, as happened in Ceylon, the 
representative body assumes powers that its sponsors 
never contemplated. Experience in Ceylon in particular 
substantiates the fears aroused among the Jews in Palestine. 
The Governor was formally invested with the power of 
certification and veto. In spite of constant opposition 
from the council the power of certification was never 
used, and the Governor himself complained that he could 
not govern by veto. The only escape from the dilemma 
was a further step towards responsible government. The 
dyarchic constitution set up in the provinces of India in 
1919 gave rise to a similar experience. Ononly one occasion 
did a Governor secure the passage of a Bill by certification, 
while the power of veto was employed only in two or three 
instances. Once a council is instituted, both these weapons 
are used sparingly; a Governor anxious to see the constitu- 
tion working is willing to permit a considerable relaxation 
of the law before they are called into force. 

This danger is inherent in any system of representative 
institutions that seeks to give the means of expression to 
an unofficial majority or a large unofficial minority. Under 
responsible government the criticism of the Opposition 
is tempered by the knowledge that the critics may at 
any time be forced to take over control. If, however, 
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the constitution does not provide for full responsibility 
this check on the extremism of the Opposition is lacking. 
Any system that gives representation without responsibility 
is likely to prove precarious. Ever since the days of Lord 
Durham British administrators, in theory if not in practice, 
have realised that the first step should not be taken until 
the ground is well prepared for the second. The precept 
was in fact most clearly stated by the Hilton Young 
Commission, which visited East Africa in 1927. In Kenya 
a constitution had been granted similar in many respects 
to that which is now proposed in Palestine. In spite of 
safeguards, unofficial opinion was able to obtain a much 
larger influence in the affairs of government than the 
constitutional position seemed to allow, and local opinion 
was even successful in resisting measures that the Secretary 
of State wished to enforce. ‘The Commission came to the 
conclusion that, once an unofficial majority is permitted, 
government will pass from the representative to the re- 
sponsible stage much faster than the Imperial Government 
thinks desirable. If the Imperial Government refuses to 
make this final concession, a situation may arise in which 
an elected body faces an irremovable executive, able to 
paralyse the Government’s action but lacking the freedom 
to carry out a consistent policy. 

The architects of the projected Palestine constitution 
may claim that this danger has in fact been avoided owing 
to their provision for an official majority. It is probable, 
however, that the distinction between official and unofficial 
members will be subordinated to the cleavage between 
Jew and Arab. There will still be a possibility, therefore, 
that the Arabs in the Council will form themselves into a 
permanent opposition and use their new privilege with the 
sole purpose of embarrassing the Government. 

This danger, moreover, is likely to be accentuated by the 
provision for enabling the two communities to vote on 
separate rolls. Such a system seems likely to ensure that 
political differences in the council will be confined to 
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communal channels. In Cyprus the inclusion of such a 
clause in the constitution served to consolidate the anta- 
gonism between the Turks and the Greeks. Politics to the 
Christian and the Moslem alike meant non-co-operation 
with each other. It is unnecessary, however, to give 
further illustrations of this point in view of our recent 
experience of the communal problem in India. A com- 
munal register, once established, is always difficult to 
abandon. The ideal solution no doubt is to wait until the 
different communities may divide on political rather than 
religious lines. The Palestine Government may argue 
that the adoption of this solution would mean the indefinite 
postponement of any attempt to introduce self-governing 
institutions. Such an argument, however, does not dis- 
pose of the objections to which a system of communal 
franchise naturally lays itself open. It must be admitted 
that the weight of experience is definitely opposed to any 
premature experiment in self-government. Safeguards 
may vanish, communal differences may become stabilised, 
and the Government may soon be faced with the alternative 
of withdrawing concessions already granted or of launching 
a system of complete responsible government. 

The task of governing Palestine presents difficulties 
unparalleled elsewhere in the Empire. A small country, 
it has more political and social problems to the square mile 
than any like territory in the world. In the Near East 
we have already had experience of the peculiar qualities 
of Arab nationalism. In India we have been faced with 
the classic example of the communal problem. In East 
Africa we have learnt something of the difficulties of re- 
conciling the claims of an immigrant minority with the 
rights of the native population. All these complications 
are assembled in Palestine, and, as a condition of any solu- 
tion, there has been the knowledge that Great Britain’s 
unique pledge to the Jewish people must not be betrayed. 
This pledge, however, does not mean that we must dis- 
regard the principles that are supposed to guide our policy 
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in other parts of the Empire. A White Paper on Kenya 
issued in 1923 contained this statement 


Primarily Kenya is an African territory, and H.M. Government 
think it necessary definitely to record their considered opinion 
that the interests of the African natives must be paramount, 
and that if and when those interests and the interests of the im- 
migrant races conflict, the former should prevail. 


The Hilton Young Commission, in interpreting this prin- 
ciple in 1929, laid down the methods by which it might be 
carried out. ‘They stated that uncertainty regarding future 
land policy was the principal cause of disquiet among the 
natives, and they therefore recommended that alienation 
of land to immigrants should be strictly controlled and 
regulated. Finally, the mandate system in countries 
similar to Palestine makes the institution of a self-governing 
body one of the main duties of the mandatory Power. 

If Zionist demands were really carried into effect all these 
principles would have to be abrogated. Native interests 
would have to be regarded as subordinate, owing to the 
greater initiative and enterprise of the Jews. Land would 
have to be alienated from the natives without hindrance, 
in order that no check might be placed upon immigration. 
Self-government would have to be postponed until there 
was no danger of an Arab majority. Such a policy, con- 
sistently followed by British administrators in Palestine, 
would give rise to a political crisis of first-rate magnitude 
in which the cause of the National Home would be the 
first to suffer. The policy of reconstituting Palestine 
as a Home for the Jews must be tempered, therefore, by 
the principles of trusteeship that Great Britain has assumed 
elsewhere in the world. In Palestine, of course, the prin- 
ciple of trusteeship may be invoked not only by the native 
population but also by the immigrant minority. The Jews 
have good grounds for their fears, and British imperial 
experience gives ample evidence of the difficulties that any 
experiment in self-government is certain to encounter in a 
country of mixed communities. On the other hand, 
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improvement in the political atmosphere is scarcely possible 
until Arab nationalism is provided with some means of 
expression other than that of rioting and demonstration. 

The reconciliation of these divergent interests is a task 
demanding consummate statesmanship. Fortunately, at 
this critical moment in the history of the Palestine experi- 
ment we possess one outstanding asset—the presence in 
Palestine of a High Commissioner enjoying a unique popu- 
larity with Jew and Arab alike. The attitude of politicians 
in Great Britain towards the new proposals for a legislative 
council should be governed first and foremost by a deter- 
mination to strengthen him in his task of seeking to com- 
bine the fulfilment of legitimate Jewish ambitions with the 
exorcision of the fear of subordination that lies at the root 
of Arab disturbances. 





THE NEW NAVAL TREATY 


HE London Naval Conference, which opened on 

December 9, 1935, caine to an end on March 25. In 
spite of grave difficulties, which had been clearly foreseen 
and which threatened to prove insuperable, the conference 
succeeded in evolving a new limitation treaty. It is not an 
ideal treaty, and it is so hedged about with reservations that 
its efficacy is likely to depend more on the spirit in which it 
is observed than on the literal interpretation of the text. 
Nevertheless, the new covenant is a decided achievement, 
and provided the adhesion of the other important naval 
Powers can be secured it should impose a valuable check 
on the competitive expansion of naval armaments during 
the next six years. 

The position at present is that the treaty has been signed 
by Great Britain and the Dominions, the United States, 
and France. Italy is holding aloof for political reasons 
not directly connected with the naval question, but it has 
been semi-officially intimated that she may become a 
signatory if and when her dispute with the League Powers 
is adjusted. Japan formally withdrew from the conference 
on January 15, after the rejection of her proposal for a 
“common upper limit” of naval strength. She had, 
therefore, no hand in the drafting of the treaty and shows 
no inclination to become a party to it. Under a show 
of intransigence, however, self-interest will probably dispose 
her to conform to the substance of the new rules, which, 
in effect, perpetuate the local strategical supremacy that she 
already possessed. Germany is apparently willing to enter 
into a bilateral agreement with Great Britain covering the 
same ground as the new treaty, but stipulates for an Anglo- 
Russian agreement on identical lines. It is understood that 
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negotiations with Berlin and Moscow in this connection 
are well advanced. Nevertheless, the fate of the treaty 
still remains uncertain. It is intended to come into force 
on January 1, 1937, and to endure for six years, but the 
opening date is contingent on timely ratification. Further, 
it is well understood that if the treaty is to be confined to 
the original three signatory Powers it is not likely to remain 
in operation for the specified period. Its utility depends 
largely on the extent to which the Powers not yet associated 
with the treaty decide to conform to its provisions. 


I, QuatiratIvE LIMITATION 


ONTHS before the conference assembled it was 

known that the chances of achieving any new 
measure of quantitative limitation were negligible. This 
could only be done by retaining the ratio system, to which, 
however, Japan was inflexibly opposed. The most that 
could be hoped for was an agreement on qualitative 
limitation, coupled with a formula for the reciprocal 
exchange of information about shipbuilding programmes. 
Very wisely, therefore, the conference directed its main 
effort towards these secondary objectives, after the first 
perfunctory, yet necessaty, attempt to find an alternative 
method for the numerical restriction of navies had failed, 
and after a British proposal that the signatory Powers 
should .each make unilateral and voluntary declaration 
limiting their naval construction over a period of, say, six 
years had equally come to nothing. 

Apart from Japan’s demand for a common upper limit 
of naval tonnage, the only definitely constructive thesis 
advanced during the conference was contained in the 
British proposals for qualitative limitation. The United 
States, French, and Italian delegations were all backward in 
making positive suggestions, and it was left largely to the 
British representatives to press the case for a further 
reduction of navalarmament. The only American proposal 
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relevant to the broad issue was for an immediate percentage 
cut in the combatant tonnage of all five navies, and this, 
being merely a perpetuation of the ratio system in another 
form, was promptly rejected by Japan, France, and Italy. 
The British proposals, on the other hand, represented a 
comprehensive plan for reducing both the cost and the 
ageressive power of naval weapons without any sacrifice 
of relative or defensive strength. These proposals had 
already been laid before the Disarmament Conference in 
July 1932, and having then proved unacceptable they were 
now regarded as simply providing a useful basis for further 
discussion. 

Naval experts of every country except the United States 
consider the existing standards of tonnage to be excessive. 
Since 1914 the size of capital ships has increased by about 
30 per cent., and all other categories have grown in pro- 
portion, though no convincing argument of a strategical 
or tactical nature has ever been advanced in defence of this 
tendency. Within the same period, building charges have 
increased out of all proportion, with the result that a modern 
capital ship costs at least three times as much as its 1914 
predecessor, and the price of cruisers is four times greater 
than it was in those days. Clearly, therefore, the first step 
towards mitigating the financial burden of naval defence 
must be a drastic cut in warship dimensions. This has 
been all along one of the aims of British policy, but its 
attainment depended, of course, on the unanimous support 
of other Powers. Unfortunately the attitude of the United 
States has defeated the attempt. Her naval officers have 
succeeded in convincing their Government that none but 
ships of great tonnage are fully effective for American naval 
purposes. They rest their case on the plausible argument 
that the dearth of friendly bases in the Pacific makes it 
essential that every United States warship be endowed with 
abnormal cruising range and great capacity for carrying war 
stores, together with the maximum power of resistance to 


all forms of attack. These qualities, they contend, cannot 
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be embodied in a ship of moderate dimensions; hence it 
would be contrary to the national interest to accept standards 
of tonnage lower than those established by the Washington 
treaty. This attitude was successfully maintained at the 
recent conference, even though the American delegation 
did agree to a temporaty modification of the cruiser 
standard. 

In the following table the new limits proposed by the 
British Government are compared with those actually 
agreed to at the Conference and incorporated in the result- 
ing treaty :— 


British Proposals. Conference Limits. 
Max. dis- Max. gun Max. dis- Max. gun 
placement. calibre. | placement. calibre. 
tons. ins. tons. ins. 
Capital ships 25,000 12 35,000 14 
Aircraft carriers 22,000 6-1 23,000 6*1 
Cruisers, “A” Abolition — Building suspended 
class (10,000 during the period 
tons, 8-in. guns) of the treaty. 
Cruisers, “B” 7,000 6r1 8,000 6*1 
class 
Now included in sub- 
category (¢) of 
Flotilla leaders 1,850 : * light surface 
Destroyers 1,500 : vessels,” limited to 
3,000 tons and 
6-1-in. guns. 
Submarines Abolition, 2,000 5°I 
or, failing 
this, 250 


It will be observed that the standard of 35,000 tons for 
capital ships remains unaltered, though four out of the five 
conference Powers wished to reduce it to 27,000 tons—a 
compromise figure arrived at by Great Britain, Japan, 
France, and Italy. The success of the tactics of passive 
resistance adopted by the American delegation is apparent. 
True, the calibre of capital ship guns has been reduced 
from 16 in. to 14 in., but this is of purely technical signific- 
ance. It simply means that the reduction in calibre will 
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enable the heavy battery of future ships to be increased 
by three or more guns, or, alternatively, the armour protec- 
tion to be improved. In short, the capital ship is exempt 
from the new process of qualitative limitation. 

As compared with the original Washington treaty limit 
of 27,000 tons, future aircraft-carriers are to be 4,000 tons 
smaller. Here, however, the new treaty merely confirms 
an accomplished fact; for the largest carrier now building 
(H.M.S. Ark Royal) displaces only 22,000 tons, and similar 
vessels under construction for other navies are all below 
20,000 tons. The giant carrier has, in fact, fallen into 
disrepute on account of its inordinate cost and extreme 
vulnerability. 

By far the most important item of qualitative limitation 
in the new treaty is the temporary suspension of building 
of Class “A” cruisers, a type that owed its genesis to the 
Washington Conference of 1921-22. There the United 
States claimed the right to build cruisers equivalent to the 
British “‘ Hawkins ” class, which were ships of 9,800 tons 
armed with 7:5-in. guns. The new type was therefore 
standardised at 10,000 tons with 8-in. guns. Outside the 
United States it has never been popular; for the subordina- 
tion of protection to speed and gun-power makes these 
ships dangerously fragile, and at the same time they are 
very expensive to build and maintain. While it might be 
ungracious to analyse too closely the motives that have 
prompted the United States to renounce for six years a 
type of vessel to which its naval experts are notoriously 
partial, it is permissible to point out that American naval 
critics, with one accord, explain that their navy is for the 
time being amply provided with “A” class cruisers, that 
the shipyards of the Union are at present occupied with 
work which will keep them busy for several years to come, 
and that the treaty only bans the construction of “ A” class 
cruisers for a limited period of years. Be that as it may, 
the restriction of all new cruisers laid down before the end 
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of 6-1-in. guns is particularly welcome to Great Britain, 
who may have to undertake the building of at least five 
cruisers a year for the next four or five years.* Had the 
old cruiser standards remained in force, a certain number of 
these vessels would necessarily have approximated to 10,000 
tons, and their cost would therefore have been propor- 
tionately higher. 

One important effect of the new treaty is to enlarge the 
category of “light surface vessels” to include flotilla 
leaders and destroyers, which had hitherto formed a 
separate class. As the official memorandum on the 
Conference explains, this change has been made to meet 
the wishes of other Powers, none of whom except the 
United States and Japan has ever accepted a separate 
leader and destroyer category. It has the advantage of 
settling the long controversy over the classification of the 
numerous huge “ flotilla leaders” possessed by France, 
which were tated as “destroyers” in their own country 
and as “cruisers” by the British Admiralty. Henceforth 
we, in common with other Powers, will be free to build 
similar vessels should they be regarded as necessary or 
desirable. 

In respect of the abolition of submarines, or alternatively 
their restriction to a tonnage incompatible with high-sea 
cruising, the British case has failed completely. Submarines 
eight times as large as the limit proposed by Great Britain 
may be built, and vessels of that size will have a cruising 
range not inferior to that of a capital ship or cruiser. The 
facts must be recognised, not only that the submarine 
weapon is a permanent addition to the armoury of naval 
warfare, but also that the majority of the Powers are averse 
from imposing severe technical handicaps on its future 
development. In view of this overwhelming verdict it 
may be questioned whether Great Britain would be wise in 
continuing the campaign for outlawing the submarine, 
especially as the rules governing the conduct of this class 

* See the White Paper on Defence (Cmd. 5107). 
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of vessel in war-time are now, for the first time, to be 
universally accepted. In their original form these rules 
wete an appendix to the Washington naval treaty, but not 
an integral part of it, and associated with them were certain 
restrictions on the use of poison gas which not all the 
Powers found themselves able to accept. ‘The same rules 
were incorporated in the London treaty of 1930, which was 
ratified by the British Commonwealth, the United States, 
and Japan, but this treaty was not binding on France or 
Italy. During the recent London Conference, however, 
the two latter Powers intimated their desire to adhere to 
the submarine rules. Accordingly a separate protocol 
embodying the rules has been drawn up and should in due 
course be signed by all the principal naval Powers, includ- 
ing, it is hoped, Germany and Russia. ‘Their effect is to 
bind submarines, in common with other types of warships, 
to observe the regulations of international law when 
operating against merchant ships, and to render illegal the 
“unrestricted ” methods that made the submarine so grave 
a menace to commercial shipping in the Great War. The 


universal acceptance of the rules in question will be a notable 
achievement, adding one more to the existing parchment 
safeguards against the misuse of weapons in warfare. 


Il. EXCHANGE OF INFORMATION 


ART III of the new treaty, which is entitled “‘ Advance 

Notification and Exchange of Information,” contains 
provisions that are entirely new, and is justly regarded by 
the Governments concerned as an international covenant 
of high significance. The main provision is that the 
signatory Powers will communicate to each other within 
the first four months of each calendar year their annual 
programmes of construction or acquisition of the principal 
classes of warship, giving all essential technical details of 
each vessel, such as complete dimensions, speed, number, 
and calibre of guns, torpedo armament, minelaying, and 
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aircraft equipment. Once these programmes are declared, 
no increase may be made in the number of vessels included 
in the declaration for the current year—subject, however, 
to the operation of various safeguarding clauses—nor can 
any ship be laid down until after the lapse of four months 
from the date of declaration. 

The safeguarding clauses referred to cover such contin- 
gencies as wat, naval expansion by a Power outside the 
treaty, or any other “change of circumstances” that 
might lead a signatory to suppose its security to be 
endangered by a strict observance of treaty obligations. 
Similar clauses were inserted in the earlier naval treaties, 
though they were never invoked. 

It is claimed, and with reason, that the new system of 
advance notification of construction should go far towards 
removing the element of secrecy from naval preparations 
which has been in the past a fruitful source of mistrust and 
friction. One has only to recall the period 1909-14, 
when sudden additions to, and reported accelerations of, 
the German naval programme frequently gave rise to alarm 
in this country and undoubtedly embittered the relations 
of the two peoples. A repetition of that state of affairs 
will be impossible if the new treaty is ratified and eventually 
secures the adhesion of other important naval Powers not 
represented at the conference. 

There is, however, one conspicuous omission which has 
a special significance for the members of the British 
Commonwealth. This concerns the future of those actual 
and potential naval bases in the Pacific which formed the 
subject of a special clause in the Washington treaty, for- 
bidding the further development of existing bases and the 
construction of new fortifications or naval facilities within 
a defined area. For the British Empire, this area embraced 
Hongkong and insular possessions in the Pacific Ocean 
east of the meridian 110 deg. east, except (a) those adjacent 
to the coast of Canada, (/) Australia and its territories, and 
(c) New Zealand. The United States waived the right to 
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proceed with the military development of its projected 
bases in the Philippines and at Guam, while Japan agreed 
that her outposts in the Kurile Islands, the Bonins, Amami- 
Oshima, the Loochoo Islands, Formosa, and the Pescadores 
should remain in statu quo. ‘The effect of this agreement 
was materially to lessen the chances of armed conflict in 
the Pacific, by depriving the various fleets of advanced 
bases and thus making it exceedingly difficult for them to 
establish physical contact. However, the non-fortification 
clause, being an integral part of the Washington treaty, 
will lapse at the end of this year, and so far no action appears 
to have been taken to devise an alternative safeguard. As 
the balance of power in the Pacific is a matter of abiding 
concern to the British Commonwealth as a whole, the future 
of the insular bases in question would appear to be a proper 
subject for diplomatic negotiation with Washington and 
Tokyo, as well as for discussion among the British nations 
themselves. Fortunately there are no immediate indications 
that either the United States or Japan intends to avail itself 
of its impending freedom of action with regard to the 
creation of new war harbours in the Pacific. 


III. CoNcLusIon 


LTHOUGH the failure of the recent naval conference 

to achieve any form of quantitative limitation is to 
be deplored on general grounds, it is not without com- 
pensating advantages. To this country, faced as it is 
with the urgent task of restoring its long-neglected defences 
and providing against new commitments both in northern 
waters and in the Mediterranean, a treaty that bound us 
to a fixed limit of naval tonnage might have proved a 
serious embarrassment. As things are we remain free to 
build up to actual requirements instead of having our naval 
power rationed according to a “ yardstick” which, as 


experience has shown, allows of no margin of strength for 
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those sudden contingencies which are liable to occur while 
the world remains in its present troubled state. 

Throughout the negotiations that resulted in the new 
treaty, as well as in the actual drafting of that document, 
the British Commonwealth delegations worked harmoni- 
ously together. Mr. Vincent Massey for Canada, Mr. 
Bruce for Australia, Sir James Parr for New Zealand, and 
Mr. R. A. Butler, the Under-Secretary of State for India, 
one and all gave unremitting attention to the work of the 
conference and were responsible for many of the clauses 
embodied in the treaty. From the point of view of the 
Dominions the suspension of quantitative limitation may 
not be wholly unwelcome. At least it will enable them 
henceforth to develop their respective naval forces accord- 
ing to their individual requirements, whereas under the 
expiting treaties each Dominion navy had to be kept within 
a narrow limit of tonnage in order that the quota for the 
whole Commonwealth—which for treaty purposes was 
regarded as a unit—should not be overstepped. 

Upon Anglo-American relations the London conference 
has had the happiest effects. The letters exchanged 
between Lord Monsell and Mr. Norman Davis, the United 
States head of delegation, immediately after the signing 
of the treaty constitute a “ gentlemen’s agreement ” which 
excludes the possibility of naval competition between the 
two countries. The principle of parity is maintained, 
but neither will take offence should a change of citcum- 
stances compel the other to bring its naval defences to a 
higher level of strength than would normally be reached. 

As for the remaining Powers, whether signatory or non- 
signatory, it is a reasonable assumption that the economic 
factor represented by the enormous cost of modern naval 
material will automatically check any tendency to initiate 
a new race in naval armaments. 





NATIVE POLICY IN SOUTH 
AFRICA 


From the South African Round Table Group 


I. Tue History or Native Po.ricy 


URING its current session the Union Parliament is 

debating land, labour and votes, the fundamentals of 
South African politics. It has already passed a Native 
Representation Bill that reduces to a skeleton what the 
Union settlement of 1909 had left of the original Cape 
native franchise, but on the other hand gives the Bantu 
in the remaining three provinces some measure of repre- 
sentation for the first time. It now proposes to carry a 
Natives Land and Trust Bill, which is also a labour Bill. It 
will thus complete a process begun long since, whereby the 
right of the Bantu majority to acquire land will be confined 
to certain portions of the Union, and native squatters 
(metayers) will be either transferred to the reserves or trans- 
formed into short-term labourers or labour-tenants. 

These two Bills have a long history behind them; in 
effect the history of South Africa for a full century past. A 
hundred years ago, numbers of Afrikander frontier farmers 
trekked away from the Cape Colony to seek the security 
for their ideas and way of life that they could no longer 
find in their old homes. In their republics of the Orange 
Free State and the Transvaal, the franchise was based on 
the frontier principle of “‘ one armed white man, one vote”, 
and so it remained for the “ old burghers ” and their sons 
to the end. Later comers, being white men, could acquire 
the franchise on varying terms; but non-Europeans could 
never acquire it because they were not white. As for land 
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and labour, the general idea was that each burgher was 
entitled to at least one farm duly stocked with five families 
of native labourers; while redundant natives were to remain 
within their own vaguely defined areas and, as a tule, 
furnish labour when called on. The Free State barred out 
Asiatics absolutely; the Transvaal made their entry and 
right to hold land as difficult as the Imperial Government 
would permit. In neither republic was any distinction 
worth mentioning drawn between natives and the few 
coloured mixed-breeds within their borders. 

Natal, as a British colony ovettun with Bantu, pursued a 
compromise policy. Considerable though scattered te- 
serves were set aside by the Imperial authority; labour was 
induced by the poll-tax and, of course, by the new needs 
and desires bred of western civilisation; and the franchise 
was framed on a non-racial basis easily accessible to all who 
came under the ordinary law of Natal. But the Bantu did 
not come under that law. They remained under a modified 
form of their own law. Provision was indeed made 
whereby individuals could, after a probation long enough 
to ensure that they had shed their tribalism, be exempted 
from native law and, after a further period, obtain the 
franchise by grace of their European neighbours and the 
Government. But very few were granted letters of 
exemption and hardly any ever received the vote. Similarly, 
soon after Natal achieved self-government, the franchise 
was withheld from Indians, save by grace of the Govern- 
ment. The small group of coloured folk in the colony 
were, however, permitted to acquire the franchise and land 
like any European. 

The policy of the parent Cape Colony was different. 
After the sweeping reforms of 1828-42 whereby the 
coloured folk, bond and free, were put upon a footing of legal 
equality with white men, the colony relied for labour on 
the same forces as did Natal, and it set no check on the right 
of any free man to acquire land. Its franchise, instituted 
in 1852-53, was simple and non-racial. 
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It is sometimes said, indeed it was said during the recent 
debates in Parliament, that there was a good deal of make- 
believe about the Cape native franchise, that it had never 
been intended for Bantu and that, as soon as any large 
numbers of them became eligible, the qualifications were 
raised to keep them out. It 1s perfectly true that the 
franchise was framed with an eye mainly to Europeans and 
coloured folk; for in the "fifties there were very few Bantu 
within the colony. But the Bantu were not debarted. 
Nor were they ever debarred as Bantu, but only as un- 
civilised men. This exclusion took place almost entirely 
between 1887 and 1894, when the Cape was annexing great 
native territories between the Kei river and the Natal 
frontier, and recent mineral and agricultural developments 
were enabling swarms of obviously uncivilised Bantu to 
come up to the simple financial qualifications fixed a 
generation back. Lands held on tribal tenure, and even the 
specially safeguarded individual lots granted to natives in 
terms of Rhodes’s Glen Grey Act, were not recognised for 
franchise purposes; the registration laws were tightened 
against men of all colours and, in 1892, some of the financial 
qualifications for the franchise were raised and an education 
test was added. This last step was taken avowedly to keep 
out the raw “blanket Kaffirs””, but again it was applied to 
men of all colours. To make the meaning of it all clear, the 
“ Hofmeyr Act ” of 1887 relieved enfranchised natives of the 
special restrictions that had been imposed on their still 
tribal brethren. 

Further, the very fact that the numbers of the Bantu on 
the Cape roll between 1892 and 1935 never rose above some 
16,000 suggests that the Cape franchise was a genuine 
civilisation test. ‘The Cape politicians realised as clearly 
as did Republicans and Natalians that it was no easy thing 
to transfer a man from one state of society to another. But 
whereas the Republicans said in effect that it could not be 
done, and the Natalians that it was not going to be done, 
they said it could be done. And done it was, well enough 
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for practical purposes, for three generations, so that the 
more advanced of the unenfranchised Bantu everywhere 
looked to the Cape franchise as a symbol of hope that they 
too might one day be recognised as civilised voters in a 
civilised community. 

The course of events that followed the South African 
wat of 1899-1902 was governed by the Treaty of Vereenig- 
ing that ended the war and by the report of a South African 
Native Affairs Commission that was published some three 
years later. Under the treaty, the ex-Republicans were 
promised that no non-European franchise would be 
instituted before they had been granted parliamentary 
government. Of the report of the Commission, the first 
to handle the South African native question as one thing, 
it is sufficient to note that nothing came of it at the time, 
but that since Union it has served as an armoury for the 
champions of segregation in all matters relating to land, 
labour, and the franchise. 

Of these three problems the last was at that time the most 
insistent. Presently the two ex-republics were given self- 
government with franchises based on white manhood 
suffrage. Hence, when delegates from the four colonies 
met a year or so later to make the Union, the Cape men 
with their liberal policy were hopelessly outweighed by 
those from the ex-republics and Natal, all the more in that 
the latter held the whip-hand economically. In the enda 
compromise was effected. Non-Europeans in the Cape 
lost the right they had enjoyed thitherto, but never exercised, 
of sitting in Parliament, and were not even to be counted 
when seats in the Lower House were allocated from time 
to time; but they retained the right of sitting in the Cape 
provincial council, part successor of the Cape Parliament, 
and retained also the individual vote with the civil liberties 
that it ensured them, until it should be taken away by a two- 
thirds majority at the third reading of a measure in the two 
Houses sitting together. 

The lines along which Union policy towards 
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non-Europeans was to run were made clear during the next 
three years. A Mines and Works Act empowered the 
authorities to make regulations that would exclude non- 
Europeans from many forms of skilled and semi-skilled 
work in the two ex-republics. In 1912, the nascent Labour 
party and General Hertzog as leader of the Free Staters gave 
the first hint of the Nationalist-Labour combination that 
was to take office twelve years later by demanding, inde- 
pendently, the segregation of the Bantu politically, in- 
dustrially and territorially in the interests of White South 
Africa. Lastly, the Natives Land Act of 1913 took away 
from the natives of Natal, the Free State and the Transvaal 
the few rights that some of them had of acquiring land 
outside their existing reserves and the additional areas that 
were promised them, and provided for the steady elimina- 
tion of native squatters. ‘The Cape Bantu, however, were 
virtually exempted from the labour clauses of the Act, and 
were further relieved of the restrictive land clauses by the 
Courts, which ruled that they must be free to acquire land 
as one means of gaining the vote. 

No comprehensive native policy was possible during the 
confusion of the war years; but once the struggle was over 
two important steps were taken. All parties agreed that 
the Executive might permit natives in the three northern 
provinces to acquire land in the additional areas common to 
the reports of various abortive commissions, while the 
““ Smuts Act” of 1920 set up a permanent commission to 
advise the Prime Minister on native affairs, provided for 
the extension of the Cape system of local councils to other 
parts, and projected periodical conferences of chiefs, head- 
men and other Bantu notabilities on a Union-wide scale. 

Meanwhile, under pressure of war conditions, the Union’s 
secondary industries had developed, and a swift flow of 
Europeans from the farms to the towns was taking place. 
Non-European competition in urban employment became 
a serious matter, and in 1921 an alarmist census report 
convinced many white South Africans that they were in 
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danger of being swamped by alienfolk. Next yeara serious 
rising took place on the Witwatersrand in defence of the 
colour bar in industry. 

The Rand rising was crushed; but from its ruins rose 
the Nationalist-Labour Pact, which ousted the Smuts 
Ministry in the middle of 1924. General Hertzog, the new 
Prime Minister, promptly set about safeguarding White 
South Africa. He braved the wrath of many of his northern 
followers by insisting that the coloured folk must be taken 
into the white community in every way except socially. 
On the other hand, he proposed to sever Bantu from non- 
Bantu society as completely as possible. There were to be 
two societies within the single State of the Union, each 
developing on its own lines, always provided the Bantu 
realised that their relation to civilised men must be based on 
inequality—inequality especially in the political sphere. 
Since the other provinces would not hear of the extension 
of the Cape native franchise thither, and since grave dangers 
to white society would ensue if they did, that franchise 
must at least be superseded by a communal franchise. 

If the segregation programme that General Hertzog 
embodied in the four Bills of 1926 is to be seen in its proper 
perspective, it should be held up against the background of a 
welcome improvement in administration, which dates from 
the time of Union, and a code of nativelegislation, principally 
of the years 1924-32,* whose general effect has been to limit 
the freedom of the Bantu in most parts of the Union. The 
Cape Bantu have been preserved from the full pressure of 
this code by their possession of the individual franchise or 
the right to aspire thereto. 

The first of the four Bills of 1926 proposed to furnish 
the additional areas of land that had been promised to the 
Bantu in 1913. The second would have destroyed the Cape 
native franchise, and enabled the Bantu everywhere, voting 
through their chiefs or committees of various kinds, to elect 
seven Europeans with limited powers to the House of 

* See THE Rounp Taste, No. 87, June 1932, pp. 658 ef seq. 
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Assembly. The third projected a Native Council, partly 
elected and partly nominated, which under official guidance 
should pass ordinarces binding upon natives. The fourth 
Bill dealt with coloured persons. ‘Those in the Cape were 
to retain their franchise, while those in the other provinces 
who could pass a civilisation test were offered some im- 
mediate representation and the hope of the full franchise in 
seven years’ time. 

In face of hostile criticism and more pressing preoccupa- 
tions, General Hertzog entrusted his programme to a select 
committee. Early in 1929 he introduced the two revised 
franchise Bills atajointsession of the two Houses. Coloured 
persons were to fare much as before, though those in the 
north were now to wait ten years instead of seven for the 
full franchise. The Bantu were in many respects to fare 
worse. Those who were already on the Cape roll were to 
remain there, but others in the Cape who qualified there- 
after were to be entered upon a separate roll and, as their 
numbers increased, were to return two senators and three 
members with full powers to the Lower House. Bantu in 
the other three provinces, voting through their chiefs and 
committees, must be content to elect two senators and, in 
ten years’ time, two more. 

The revised Natives Franchise Bill failed to secure the 
requisite two-thirds majority. The whole programme was 
therefore withdrawn, and presently General Hertzog 
appealed to the country, chiefly for a mandate to make South 
Africa safe for white men. He gained a substantial majority 
in both Houses, but, for all that, he wisely referred his 
segregation programme to a joint select committee of both 
Houses. 

The programme remained in the hands of the joint 
committee for five years. During that period much 
happened. In 1930 all European women in the Union 
were given the vote, and, next year, European men in the 
Cape and Natal were relieved of the financial and educational 
tests that had hitherto been demanded of them in common 
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with men of other colours. Thus all hope of fixing a 
uniform South African franchise on a civilisation basis 
was destroyed. 

Early in 1933 the two great parties, led respectively by 
Generals Hertzog and Smuts, joined forces. This alliance 
was cemented at a “ coupon ” election in May of that year, 
which left the strength of the parties much as it had been 
after the “ Black Peril” election four years earlier; fusion 
followed, marred only by the breaking away of the 
“* purified ” Nationalists on the one hand and the Dominion 
party on the other; and in May 1935 the joint select 
committee reported. 


Il. THe Two Bris 


HE Joint Committee had not been called upon to deal 

with the rights of coloured persons, but it had reduced 
the three remaining Bills to two, a Lands and Trust Bill 
and a Natives Representation Bill.* The former followed 
the main lines of the Bill of 1926. Certain areas were to 
be “‘released”’, and there the Bantu were to be free to acquire 
land with the assistance of parliamentary loans. Existing 
reserves and released areas together would thus open to 
them some 12 per cent. of the area of the Union. Many of 
_ these native areas were fertile, much more so than wide 
tracts of the land reserved for non-Bantu occupation; but 
they would furnish a broken foundation for a society that 
was to be called upon to develop along its own lines, and, 
though details were hard to come by, it soon became clear 
that many of the released areas were already tolerably full 
of natives. 

The Representation Bill was less liberal than either of its 
predecessors. In 1926 the mixed-breed grandson of a 
pure-blooded native had been encouraged to hope that he 
might be included in the comparatively privileged ranks 


* See THE Rounp TasBLeE, No. 100, September 1935, pp. 722 ef 
seq. for a full discussion of these draft Bills. 
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of the coloured folk; but now only great-grandsons might 
cherish that hope. Next, the Cape native franchise was to 
be swept away. Bantu on the Cape roll were indeed to 
remain there, but no more were to be added. In future the 
Bantu in all four provinces, voting through their chiefs 
and community organisations, where these existed, were 
to return four Europeans to the Senate and, in seven 
yeats’ time, six. The Cape Bantu “community” was 
also to send to the provincial council two members, 
who might be non-Europeans. Finally, the Bantu “‘ com- 
munities” in the four provinces were to elect twelve 
natives to sit on an Advisory Council alongside of five 
European officials and four nominated natives under the 
chairmanship of the Secretary of Native Affairs. This 
council was to meet annually, to make suggestions to the 
Union and provincial authorities, and to pronounce upon 
any legislation that they might project. It would thus 
mark an advance on the “‘ Smuts Act ” councils, which had 
been pretermitted for years at a time; but it would mark 
a falling-off from the proposed council of 1926, which was 
to have had limited powers of legislation. Nor was there 
to be any compulsion on Parliament or provincial councils 
to pay heed to its suggestions or protests. 

During the latter half of 1935, both Bills were subjected 
to searching criticism at the hand of various Bantu con- 
ferences, the great majority of which had been summoned 
officially.* Nevertheless, the most authoritative of these 
assemblies, the All-Africa Native Convention that met at 
Bloemfontein in December last, accepted the fact that the 
franchise had been given to all European adults once and 
for all, and asked only that non-Europeans should be 
admitted to political privileges on passing a reasonable 
civilisation test. 

Parliament opened on January 24, 1936, with the two 
Native Bills prominent in the speech from the Throne. 
Both Bills were avowedly non-party measures, and men 

* See THE Rounp TaBLeE, No. 102, March 1936, pp. 414 e¢ seq. 
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recalled the fact that at the time of the coalition of the two 
main parties in 1933 liberty of action to Ministers and 
members alike had been guaranteed in this matter. It soon 
became doubtful whether the Franchise Bill would secure 
the necessary two-thirds majority, and certain that one 
and possibly more than one Minister must vote against it. 
Opposition outside Parliament also became more vocal. 
A European-Bantu Conference drawn from all parts met 
in Cape Town and condemned the measures root and branch. 
Its continuation committee organised a crowded protest 
meeting in the City Hall, and Sir James Rose-Innes, one of 
the sponsors of the Cape Franchise Amendment Act of 1892 
and ex-Chief Justice of the Union, not only addressed that 
meeting, but also made ready to present a petition at the bar 
of the House. 

Presently there was talk of compromise. The origins of 
this compromise are obscure, but the general course of 
events is clear enough. The executive of the All-Africa 
Native Convention interviewed the Prime Minister and 
found him ‘‘ adamant”; he would not even consider a 
tentative and despairing suggestion that he should return 
to the principle of the 1929 Bill and allow the Cape Bantu 
three members elected by the individual votes that meant 
so much to them. The majority of the executive then went 
home; but the few who remained either approached or 
were approached by a group of Eastern Province and 
Border members of Parliament who were genuinely anxious 
to meet them as far as they could, and also, since they were 
human, anxious to avert a Cabinet crisis. After further 
discussion, in which some Cape Town members joined, one 
or two of the Bantu delegates accepted the 1929 scheme to 
save something from the wreck, and summoned their 
colleagues back to Cape Town to discuss the situation. 
Meanwhile the members of Parliament took unofficial 
soundings with encouraging results. 

The All-Africa executive reassembled and, with the 
Franchise Bill already before the Houses, interviewed the 
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Prime Minister once mote. This time they were told that, 
if they would propose a return to the 1929 scheme, the 
proposal would be considered favourably. After prolonged 
debate among themselves, they refused to do so. They 
held themselves bound by the resolutions of their conven- 
tion, bound therefore to reject for themselves and their 
children an inferior and restricted citizenship. Responsi- 
bility for anything that was done or not done must rest 
with the wielders of power in South Africa. 

Three days later, on February 17, General Hertzog 
startled Parliament and the country by announcing, with 
the candour that is his most charming characteristic, that 
since he had always been anxious to secure the greatest 
possible measure of consent and now realised that, quite 
apart from the Bantu, a large and influential section of the 
European community was resolutely opposed to his 
Franchise “ Bill No. 1”, he proposed to substitute for it 
“ Bill No. 2” based upon the principles of 1929. This 
unexpected “‘ compromise ” was condemned by the All- 
Africa executive and by a widely-signed European petition ; 
but it speedily became clear that it was acceptable to the 
bulk of European opinion and most assuredly to the over- 
whelming majority of the two Houses. Mr. Pirow, 
Minister of Railways and Defence, undoubtedly spoke for 
many when he exulted that “at last the United party 
presents a united front on the native question”, and pres- 
ently noted that the northerners regarded the business as 
settled for a hundred years to come. 

There is no need to follow “ Bill No. 2” through all its 
stages. It passed the second reading on March 4 by 132 
votes to 11, suffered no radical change in committee, and 
passed the crucial third reading on April 6 by 169 votes 
to 11. 

Briefly, the Bill comes to this. The Cape Bantu are to 
retain the individual vote; but they are to be transferred 
at once to a separate roll on which others will be entered 
as they qualify. Enfranchised Cape Bantu, voting in three 
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huge territorial constituencies, are to elect three Europeans 
to the House of Assembly, and two members to the pro- 
vincial council. But this time the latter are to be Europeans. 
This change was hailed by General Kemp, “‘ speaking as a 
Transvaaler ” but also as a Minister of the Crown, as a 
great improvement on “ Bill No. 1”, since white legislators 
would thereby be spared the “ humiliation ” of having to 
sit beside a black one. All “ rights, privileges and exemp- 
tions conferred by law on registered voters ” are specially 
preserved, but the old freedom to acquire land anywhere 
in their own province is not preserved to the Cape Bantu; 
for that right was not secured by definite enactment but 
only by the ruling of the Courts. Finally, the new position 
is doubly entrenched. The attenuated Cape franchise can 
still only be taken away by a two-thirds majority; on the 
other hand, native representation can only be increased by 
that almost unattainable means. 

The remainder of “ Bill No. 1” stands, with this im- 
provement, that the scattered labourers and squatters on 
European lands are to be given a voice in the election of 
members of the Native Council. For the rest, all the 
representatives of the Bantu, whether European or native, 
are to be elected every fifth year at a special general election, 
so that non-Bantu and Bantu need no longer meet when 
they vote, an “easy association” which in General 
Hertzog’s view points straight to miscegenation. 


Il]. THe Conrest IN PARLIAMENT 


ENERALS Hertzog and Smuts both recommended 

the Bill as a compromise that was receiving the well- 
nigh unanimous approval of Parliament—but with this 
difference. The Prime Minister regarded it frankly as 
a second best, while his colleague, who on his record in the 
joint select committee could never have voted for “ Bill 
No. 1”, hailed it, “ together with the Land Bill which is to 
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follow it”, as a settlement of an immensely difficult problem 
that he could accept cordially. 

True to the line that he has followed from the first, 
General Hertzog argued that the Bill would go far to ensure 
the equal treatment of the natives in all four provinces, 
make an end of the uncertainty that enabled certain white 
men to advise the natives “‘ contrary to the attitude taken up 
by the white people as a whole”, and relieve White South 
Africa of all fear of miscegenation and black domination. 
He has always based his segregation policy, and especially 
his attack on the Cape native franchise, on the grounds of 
self-preservation. “‘ The native”, he now affirmed, “ what- 
ever his rights, has no claim on us to give him anything 
that is inconsistent with our own existence ”; till the Cape 
franchise had been modified drastically, Europeans could 
not be “ seriously expected to consider the lasting interests 
of the natives”. But once the franchise issue was out of 
the way and old fears dispelled, Parliament and public would 
be able to handle native affairs “‘ impartially and objec- 
tively ”; in short, “to act honourably towards the natives ”. 
It should then be Parliament’s “first duty ” to help them, 
financially and otherwise, in fullest measure. 

Speaker after speaker, including General Smuts and Mr. 
Pirow, testified to the reality and the warping influence of 
that fear of ultimate black domination; and many, notably 
General Hertzog and Mr. Patrick Duncan, Minister of 
Mines, argued that it was beside the point for defenders of 
the native franchise to plead that Bantu voters were few 
and had even decreased in numbers of late years. That 
might be so; but their numbers would increase fast as 
education spread, and in fifty or a hundred years’ time might 
tilt the balance fatally against the white vote. Were white 
defenders of that franchise prepared, they asked, to see it 
extended throughout the Union on a democratic basis and 
without tinkering with the qualifications every time the 
black voters became numerous? It was a hard question. 

It followed from the denial of full citizenship to the 
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Bantu that the Europeans must regard themselves as trustees 
for native welfare. That responsibility was assumed by 
many speakers, in spite of the fact that thousands of the 
trustees, especially those enfranchised in 1930-31, lived in 
daily dread of the economic competition of their dusky 
wards. 

Side by side with this assumption of trusteeship went a 
very generally expressed desire to win and retain the good- 
will of as many of the Bantu as possible, and a persuasion 
that the Bill would facilitate that end. General Smuts 
held that the Cape native would retain “‘ enough of his old 
position to be satisfied”, whereas before the compromise 
he had risked losing everything; while the Prime Minister 
maintained that the senatorial representation that was 
offered to the Bantu as a whole, and the special representa- 
tion of the Cape Bantu in the Lower House, would give 
them ‘‘far more than they possessed already”. At the 
same time he hastened to assure doubters that the three 
Europeans elected by the Cape natives could not endanger 
white supremacy in an Assembly of 153 members. 

The two Generals were also sanguine of the future of 
the Native Advisory Council. The Premier suggested that 
this would be of more value to the Bantu of the Union than 
the Cape franchise had ever been, and General Smuts saw 
in it “an enormous step,—the greatest step in dealing with 
native affairs that has ever been taken in this country”. 
Tracing its descent from the long-established council 
system of the Cape Colony (though, to be sure, those 
councils had formed part of a system that gave a native 
the right to sit in Parliament itself) he held it up as “a 
model for native administration for the continent of 
Africa”, looked forward to the day when it should be 
given the legislative powers over natives that had been 
proposed, prematurely he considered, in the original Bill 
of 1926, and, with what was surely a momentary forgetful- 
ness of the functions and history of Parliament, envisaged 
a far-off day “when we might have a separate white 
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Parliament and native Parliament”. Meanwhile, the council 
would provide an outlet for educated natives, prevent 
them from becoming mere agitators, and clear the Union 
of the charge “ that we have given them no chance in this 
country which is also their country”. For the rest, Mr. 
Pirow prophesied confidently that the compromise Bill 
would have “a favourable reaction overseas and in the 
Territories”. 

Be that as it may, the Bill did not have a uniformly 
favourable reception at the joint sitting. The “ purified” 
Nationalists, led by Dr. D. F. Malan, complained that the 
Advisory Council would consolidate the scattered Kaffir 
tribes into one “ native nation”, destroy good inter-racial 
relations, and violate “‘ the supreme principle of the protec- 
tion of the white man in his capacity as trustee of the 
native”. They advocated further a separate voters’ roll 
and separate representation for the coloured folk, pleading 
that this would be merely “ pressing to a logical application 
aprinciplealready recognised by our legislation”. Wherever 
statesmanship may reside, logic would seem to be on the 
side of Dr. Malan, and thus may freedom narrow down from 
precedent to precedent. Meanwhile, one Bantu leader, 
looking to the consolidation of his people, has remarked 
grimly that the present legislation may be a blessing in 
disguise. The Malanites voted for the Bill as something 
to go on with. 

The Dominion party was hampered by the fact that its 
leader, Colonel Stallard, had supported “ Bill No. 1” as 
drafted by the joint committee. Nevertheless it put up a 
dogged resistance, mainly through Mr. Coulter, one of the 
Cape Town members whose attitude had never been in 
doubt, on the grounds that the revised Bill, the outcome of 
a hurried party manceuvre, was being rushed without a 
mandate or proper time for consideration, and that it was 
withal so “‘ unjust in every line so far as it affects the existing 
franchise” that it might well turn the Bantu against the 
white man’s civilisation. 
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The attenuated Labour party as a whole supported the 
Bill; but at one stage Mr. Madeley, a Rand veteran and 
ex-Pact Minister, moved sardonically in favour of out-and- 
out segregation: the provision of suitable and separate 
areas for all natives, expert guidance for them in those 
ateas, governance by native councils under general parlia- 
mentary control, and payment of a minimum European 
wage to natives who came out to work in the European 
areas. 

The most telling opposition to the Bill came from 
Senator F. S. Malan, one of the few survivors of the old 
Cape Parliament, and Mr. J. H. Hofmeyr, Minister of the 
Interior. Serious illness prevented the latter from sup- 
porting the Senator on the second reading, but on the 
third he delivered an admirable speech which summed up 
the arguments against the measure and answered those that 
had been used in its favour. Asa Minister speaking against 
his colleagues, Mr. Hofmeyr was in a difficult position, 
even though, as he himself recalled, the Bill was a non- 
patty measure, and the Prime Minister with his rarely failing 
tact absented himself during his speech. Nevertheless, he 
went through with it regardless of possible consequences. 

Briefly, Senator Malan and Mr. Hofmeyr condemned 
the Bill for its definition of “ Native ”, which virtually 
forbade a man with a Bantu ancestor to hope that he might 
one day be recognised as civilised, and threatened to depress 
many worthy coloured folk into the native ranks. Both 
lamented that no proper provision was made for the 
advanced urbanised native; with the examples of East 
Africa and other parts of the British Empire before them, 
both deprecated the communal franchise as the beginning 
of dangerous group politics, which must make “ not for 
friendship but for hostility”. In reply to those who feared 
that the white vote might be swamped by the black vote 
sooner or later, Mr. Hofmeyr pleaded that that danger was 
uncertain and remote; while the Senator replied that the 
proper safeguard was a sound qualification, preferably for 
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voters of all colours but at all events for the Bantu, who 
had already offered to submit themselves to it, and mean- 
while “there is the golden rule: Do justice and the rest 
will take care of itself”. Both men were at one in con- 
demning the appeal to self-preservation. “If you pre- 
serve self ”, said the Senator, “ by treading on others your 
policy will never prevail”. The Minister ventured to 
appeal to the highest authority: “‘ whosoever will save his 
life shall lose it”. 

The Bill, Mr. Hofmeyr noted, was indeed better than its 
immediate predecessor but worse than the Bills of 1926 
and 1929. There was no justification, he insisted, for 
introducing the colour bar into the Cape provincial council, 
virtually preventing any increase in native parliamentary 
representation, and removing Cape natives from the exist- 
ing roll, dead against the spirit and probably also against 
the letter of the Union agreement. Without being wedded 
to the principle of a common roll, he declared that “ no 
nation, save at the cost of its honour and its ultimate 
security, can take away without adequate justification a 
vested right of that kind”. 

Mr. Hofmeyr further entertained small hopes for the 
success of the Advisory Council, a weaker body than that 
envisaged in 1926 and likely to be rendered “ futile” by 
powerful influences that had revealed themselves during 
the debates. As for segregation, the thing could not be 
done at this late hour, while trusteeship meant that the 
trustee should train his wards to stand on their own feet 
and there was here no sign that the Europeans meant to 
do anything of the sort. Then, in perhaps the frankest 
passage of his extraordinarily frank speech, he told how 
five years’ experience as Administrator of the Transvaal, 
where the natives had never had votes, had taught him how 
“ desperately difficult ” it was to get any question of native 
development considered. It might be, he hoped and be- 
lieved it was so, that the tide of reaction was on the turn, 
especially among the young folk at the universities; but 
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meanwhile he must fight this Bill “‘ because of the forces of 
reaction behind (it) which, if left unresisted, are inevitably 
bound to do us greater harm than anything can do us 
to-day ”’. 

The fervour and appeal to first principles that informed 
the speeches of Senator Malan and Mr. Hofmeyr have hardly 
been heard in our Parliament since the late W. P. Schreiner 
thundered against the Union franchise compromise and 
the Natives Land Bill of 1913. Even the serried ranks of 
Tuscany could scarce forbear to cheer. But they voted, 
and the third reading went through by an overwhelming 
majority. 

It is devoutly to be hoped that Europeans and Bantu 
will combine to give the new political machinery a fair trial, 
though it is too much to expect that those who have opposed 
its creation will agree with one of our leading newspapers 
that, if anything goes wrong, the blame will be theirs. 
Meanwhile, as General Smuts reminded the Houses, the 
Land and Trust Bill remains to be dealt with. The terms 


on which loans are forthcoming from time to time will 
determine whether or not the additional areas are really to 
be made available for the Bantu. Many speakers admitted 
readily that generosity in this matter will be the surest 
proof of the sincerity of the appeal to trusteeship. In face 
of that reminder and the Treasurer’s abounding surplus, 
Parliament can hardly fail to do its duty. 


South Africa, 
April 1936. 





UNEMPLOYMENT: THE WIDER 
PROBLEM 


NEMPLOYMENT to-day bites deep into the national 
life of every industrial country, not least—despite 
the economic improvement of the past four years—into that 
of Great Britain. Her unemployment cannot be treated 
as a minor or temporary problem for the British Com- 
monwealth; for the strength of a nation or an empire 
rests in the last resort upon the lives of its inhabitants, 
and unemployment stands to-day in the foreground or 
background of the lives of vast numbers of our people. 
The habit of regarding unemployment in the statistical 
lump is the first obstacle to its wise consideration. In the 
words of the King, when Prince of Wales, 
We could do something to help in this most baffling and terrible 


of all our domestic problems, the problem of unemployment, if 
we could only break it up into little pieces. 


But when we have performed this necessary task we must 
beware of not being able to see the pattern for the pieces; 
for the pattern of unemployment recurs insistently in the 


social, economic, and political design of the Common- 
wealth’s life to-day. 


I. LoNG-TERM AND SHORT-TERM UNEMPLOYMENT 


OTHING is more misleading than the habitual 

summarising of the unemployment problem in a 
single global figure. On a certain day of each month the 
total is cast of all those who are registered on the books 
of the employment exchanges throughout the country as 
out of a job. The result is published officially, and this 
is the figure with which most newspaper readers are 


familiar. In the years 1923 to 1929 it fluctuated round a 
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million and a quarter, but with the coming of the world 
depression the total started to rise until in January 1933 
the peak figure of 2,877,000 was teached. After that the 
total fell again in response to the general improvement in 
the state of trade until it once more became fairly stable, 
this time near the two million mark. In spite of the 
continued high level of unemployment, by last summer 
the figure for the total number of persons in work was 
the highest ever recorded for this country up to that time, 
and this year has shown a still further advance.* 

Now, the global figure of two millions for the number 
of unemployed is far from revealing the whole story. 
The corresponding figure for the total number of different 
names that find their way on to the books of the exchanges 
in the course of twelve months is somewhere ahout five 
millions. This means that not much less than one-half of 
the entire insured population + find themselves out of a 
job at some time or other during any one year. Over a 
period of years the fraction of the insured population that 
experiences no unemployment is quite small. Even in the 
most prosperous areas and trades and amongst the steadiest 
and most highly skilled workers the possibility of unem- 
ployment is never far round the corner. Several millions 
of wage-earners live constantly under its shadow. Five 
million people every year are brought into personal contact 
with the machinery of the Ministry of Labour, which 
popular opinion has come to regard in these days as 
mainly an instrument for the relief of unemployment. The 
employment exchanges, however, were set up in 1911 with 
the primary object of finding jobs for men and men for 
jobs, and they are performing this function to-day to the 
tune of some two million placings yearly—an enormous 


* On April 27 the number of registered unemployed was 1,831,230, 
and the estimated number of employed persons was 10,712,000. 

+ The insured population includes the great bulk of workers whose 
weekly wages amount to {35 or less, and aggregates to-day some 12} 
million persons. The two principal industries not included are agri- 
culture (700,000) and private domestic service (1,350,000). Legis- 
lation has been passed to bring agriculture into the insurance scheme. 
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total, zepresenting a vast social and economic benefit to 
the country. It is, however, still only a bare quarter of 
the total estimated turnover of jobs. The great majority 
of those whose names appear at one time or another 
during the year on the official registers contrive to find 
work again without any assistance from the official agency. 
This is a point that should be borne in mind in any inter- 
pretation of the unemployment statistics. 

The next point of interpretation is that those whose 
names appear on the live register of the exchanges are not 
all in the same boat, or anything like it. Of those regis- 
tered on a given day, about one million—half the total— 
have normally been out of work for one month or less, 
and a million and a quarter for three months or less. A 
man who finds himself out of work for no longer than 
one month in the twelve is not necessarily put to any 
severe hardship, having regard to the insurance benefits 
to which he is entitled in return for premiums paid by 
him whilst in work, and he should certainly not be in any 
immediate danger of demoralisation. Most government 
departments and some private firms allow their employees 
a holiday each year on full pay, apparently with excellent 
results. It is a pity that the exigencies of competitive 
business seldom appear to allow of such a concession, 
although of course it would be a mistake to assume, with- 
out inquiring deeply into the economics of costs and 
earnings, that the generalisation of holidays with pay 
would go any distance towards solving the problem of 
unemployment. 

At the other end of the scale, by contrast, there are 
some 300,000 people who have been out of work for a 
year or more. Their position is about as bad as it could 
well be, and there are a number of others who are but 
little better off, since they find themselves with not much 
more than a month or two of work in the year. A high 
proportion of these long-term unemployed are older men, 
and the bulk of them are concentrated in the parts of the 

548 





THE SPECIAL AREAS 


country that are now officially termed the Special Areas— 
Durham and Tyneside, South Wales, the industrial districts 
of Scotland, and Cumberland and the North-West coast. « 

It is obvious that we have here two quite distinct 
problems. On the one hand there are millions of people— 
distributed over the whole country and forming over a 
long period the majority of the insured population—who 
suffer from insecurity of tenure of employment. In con- 
trast to them there is a far smaller number—some hundreds 
of thousands at most, and for the greater part concentrated 
in certain well-defined areas—who for all practical purposes 
have no job at all. 


Il. THe SpecrAL AREAS 


HE essential facts about the second and grimmer of 

these problems are simple. In 1923, our main group 
of exporting industries—coal-mining, cotton, general 
engineering, iron and steel, shipbuilding and marine 
engineering, woollen and worsted—were looked to as 
their source of livelihood by nearly 30 per cent. of the 
insuted population, and close on 2$ million people were 
actually employed in them. In 1932 they were employ- 
ing a million fewer—only 17:5 per cent. of the insured 
population in employment. 

These industries are certainly not dead, but they have 
in all probability suffered a permanent contraction. Their 
producing capacity was based on the requirements of 
markets all over the world that were being opened up to 
British industry by the fertilising streams of British capital 
investment overseas. For good or ill we have to recog- 
nise that those days are over. In some industries the 
tide had already set before the end of the last century. 
In others the inevitable tendency was obscured by the 
abnormal activity of the heavy industries in the immediate 
pre-war years, largely stimulated by armament orders. We 
should not again allow this factor, which is once more 
beginning to operate, to blind our eyes to the true long-term 
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movement. The tide of economic self-sufficiency is still 
running strongly and may not turn for many years to 
come. Long before then the economic structure of the 
great manufacturing countries will have been moulded in 
fresh shapes, entirely different from those that fitted into 
the nineteenth-century structure of British industry. 

What has happened to the men who previously looked 
to these contracting trades for their livelihood and who 
have now become surplus to their labour requirements ? 
The figures of the whole-time unemployed tell some of 
the tale. Elsewhere the extent of the tragedy is partly 
concealed by the device of permanent short-time, with its 
accompaniment of low weekly earnings, which is no better 
than a dangerous makeshift. Then, too, there has all 
along been a steady trickle of men flowing to the more 
prosperous South, a trickle that under the influence of 
official encouragement has latterly swollen to a consider- 
able stream. In the course of 1935 about 12,000 workers, 
including 3,000 juveniles, were assisted in their migration 
to the South by the machinery of the Ministry of Labour. 
Some were given intensive six-month courses in a new 
trade and all were steered into employment. It is estimated 
that at least as many more found their own way from the 
Special Areas without the help of any official agency. 
The fact that these migrants have naturally included a 
high proportion of younger men and of the more intelligent 
and resourceful element in the working population . has 
tended to make even more gloomy the situation of those 
remaining. The plight of the older men who have fallen 
out of work in these areas is nothing short of a tragedy. 
The efforts of devoted social workers, and of the Com- 
missioners appointed at the end of 1934 to approve and 
carry out plans for ameliorating the condition of the 
population in these Special Areas,* have indeed mitigated 
the distress, but in the nature of things the remedies that 

* See THE Rounp TaBLE, No. 97, December 1934, pp. 150-154, 
and No. 100, September 1935, pp. 801-804. 
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they have been able to apply. have been little more than 
palliatives. The fact that in these depressing conditions 
the people have maintained in a high degtee their decency 
and self-respect speaks volumes for the essential soundness 
of the stock from which they come. 

On the face of it there are only two ways of dealing 
effectively with the situation. The one consists in trans- 
ferring the population that is surplus to the labour require- 
ments of an area to the places where new industries are 
springing up. The other is to bring new industries and 
plant to the place where the surplus labour is. In an old 
and crowded country like Great Britain the wholesale migra- 
tion and resettlement of population present almost insuper- 
able difficulties, and even if they were possible would be 
undesirable for many reasons. London and its suburbs and 
satellite towns have already expanded too far and too fast, 
from the social, health, and esthetic points of view. The 
heaping up of population in the quarter of these islands 
nearest to Europe constitutes a grave and growing strategic 
liability. To construct new houses, toads, schools, and 
public utilities of all kinds in new areas while those in the 
old industrial regions ate allowed to go derelict is a vast 
economic waste. A process of infiltration, as we have 
seen, is steadily going on, but it is doubtful whether it 
should be more strongly stimulated until the opposite 
alternative of bringing industry to the people has been 
exhausted. The present Government favour a policy of 
attracting new industry to the Special Areas, and the 
budget speech contained the announcement that assistance 
would be given to a company to be called the Special Areas 
Reconstruction Association, which would provide finance 
for small businesses; but actual progress is slow, as it 
must be under a system of government by persuasion. 
The guarantees given to loans for the development of 
London transport and the main line railways * bore the 

* See THE Rounp Taste, No. 100, September 1935, p. 798, and 
No. 102, March 1936, p. 368. 
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condition that the materials should be made as far as 
possible in the Special Areas, whose needs, we are told, 
ate also to receive particular attention in the Government’s 
reatmament programme. ‘Though this is all to the good, 
the total effect of these measures is likely to fall far short 
of the magnitude of the problem. 


Ill. THE ACCELERATION OF INDUSTRY 


OW let us glance at the other side of the medal. As 
our old exporting industries have contracted, another 
group, consisting mainly of lighter industries and services, 
and having their seat for the most part in the South, has 
been expanding. This group comprises building, con- 
struction and repair of motor vehicles, cycles and aircraft, 
electrical trades, miscellaneous metal industries, distribu- 
tive trades, printing, publishing and bookbinding, public 
works contracting, road transport, silk and artificial silk 
and miscellaneous services. In 1923 they accounted for 
32 per cent. of the insured population and gave work to 
just over three million people. By 1932 they were employ- 
ing nearly four-and-a-half million people, covering some 43 
per cent. of the insured population in work. 

This enormous expansion has been based first and fore- 
most on the increasing requirements of the home market. 
The imposition of tariffs in 1931 and the ending of the 
over-valuation of the pound sterling served to accelerate a 
process that had already begun. ‘There is no doubt that 
the accompanying demand for capital goods for the build- 
ing and equipment of factories, the making of roads and 
a thousand and one other requirements has provided much 
badly needed work for the heavy industries of the North, 
without which their present position would be far worse 
than it actually is. 

How far this internal expansion will continue is a 
matter that is exercising many heads. There is little 
evidence on which to base an intelligent forecast. But 

552 





THE ACCELERATION OF INDUSTRY 


one thing is certain: the shifting of our industrial centre 
of gravity from the export to the home market will un- 
doubtedly have very far-reaching economic repercussions. 
For instance, the need for an exporting industry to be near 
both to the ports and to sources of heavy raw material— 
which was the cause of the rapid development in the last 
centuty of the present Special Areas—now gives way to 
the importance of proximity, or at any trate speedy and 
cheap access, to rich consuming areas like London. Again, 
the downward pressure upon wages in exporting industries 
is inevitably intensified by the fact that the exporter is 
bound to regard them first and last as costs of production ; 
for their relation to the purchasing power of his markets 
will always be indirect, obscure, and uncertain. But to the 
manufacturer who has to sell his products at home the 
maintenance of the standard of living of his own and 
other people’s employees on as high a level as possible is 
a matter of direct commercial importance. The doctrine 
of high wages may serve to intensify the boom-slump 
sequence just as perniciously as the opposite nostrum, 
but high national earnings achieved through low unem- 
ployment carry no such threat of inflation; and to the 
degree in which industry as a whole finds its market among 
its own workers, low unemployment becomes one of the 
first objectives of business men as well as of governments. 

This brings us back to the millions who suffer from in- 
secutity of employment. It is worth while examining the 
position more closely. In the first place, there is no 
escaping the fact that in every industrial country there 
have always been, and presumably always will be, innumer- 
able jobs to be done that are necessarily of an intermittent 
nature or of uncertain duration. Building, docks, the 
distributive trades, road transport, many food industries, 
the hotel trade and innumerable commercial and industrial 
activities are dependent on seasonal and other factors and 
are unable to guarantee continuity of work to all their 
employees. The great railway companies and even the 
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State itself take on extra hands at times of pressure. The 
effect of the seasonal factor on employment is well brought 
out by the fact that the unemployment figures normally 
show a fall of a quarter of a million between January and 
July in any year. 

Thete is little doubt, too, that there is a tendency on the 
part of employers of labour in many trades towards cutting 
down their permanent staffs to a nucleus of key men and 
taking on additional hands as and when required. The 
practice obviously has its drawbacks, from the point of 
view of employers as well as that of the men, but a high 
labour turnover seems to be a permanent feature of 
mechanised industries such as, for example, automobile 
manufacture. Moreover, the depression forced managers 
to consider theit costs very catefully and to overhaul 
their organisation and improve their machine technique. 
It is difficult to produce figures, but undoubtedly one of 
the legacies of recent hard times is a considerable increase 
in the technical and administrative efficiency of plants and 
factories, and side by side with this has gone a correspond- 
ing increase in the casualisation of labour. This tendency 
has been reinforced, too, by the shortage of really skilled 
men in many industries. Apprenticeship to skilled trades 
has been falling off since the war and more particularly 
during the depression, and many formerly expert workers 
have lost their skill through protracted unemployment. 

A good example of the way in which all these tendencies 
operate together is furnished by the steel industry. In 
the year 1935 British exports of iron, steel and manu- 
factures thereof were a little less than half their total in 
1913—only 2,372 against 4,969 thousand tons. Here is the 
picture of a great exporting industry hard hit by the pre- 
vailing tendency towards national self-sufficiency. Yet in 
the same year our total production of steel ingots and 
castings was greater than it had ever been—go,842 thousand 
tons against 7,660 thousand in 1913. Here we see the 
effect of the demand for capital goods resulting from the 
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expansion of the home market. But when we turn to 
the unemployment figures we find that no less than 21-8 
per cent. of the workers attached to the industry were 
shown as unemployed. Unfortunately we have no corte- 
sponding figure for 1913, but it would certainly have been 
considerably lower; the average percentage of unemploy- 
ment recorded in that year by the trade unions in the 
engineering, shipbuilding, and metal trades was only 2:2 
per cent. A high proportion of the steel workers who 
found themselves unemployed in 1935 were undoubtedly 
older men who had lost their skill through being out of 
work for a long period; for we know that some sections 
of the industry experienced the greatest difficulty in obtain- 
ing the services of sufficient skilled labour. 

On the other hand, as we have seen, the total number 
of people in work shows no sign of diminishing. We 
have even succeeded in absorbing in employment the whole 
of the increase in national population since the war and a 
considerable number of men from the Special Areas as 
well. In some industrial regions in the Midlands and the 
South there is now no “crisis unemployment”, in the 
sense that any man of normal skill and fitness can without 
difficulty find a job suited to his capacities. One cannot 
escape the conclusion that whereimprovements in machinery 
turn one man out of a job they make work for another 
elsewhere, though with a certain necessary time lag, pro- 
vided the general monetary and economic system continues 
to function more or less smoothly. 

What is really happening is that the whole tempo of 
life is being accelerated. We have to make up our minds 
to the fact that the old ideal of “a place for everybody 
and everybody in his place”, of regular jobs for all, year 
in and year out, is no longer realisable. It is a legacy 
inherited from a mote leisurely age of small-scale agricul- 
ture and handicrafts; even so it is doubtful if it was ever 
much more than a pious aspiration, Whatever may have 
been true in the past, we have to-day to accept the fact 
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that a considerable turnover of jobs, even among skilled 
and semi-skilled workers, and something like a pool of 
labour containing the greater part of the unskilled, appear 
to be inseparable adjuncts of our highly mechanised and 
rapidly changing industrial civilisation. The change is not 
necessarily an unfortunate one, provided it is recognised 
and understood and appropriate social and economic 
adjustments made to meet it. 

Side by side with this tendency towards casualisation 
and a high labour turnover there has gone another trend 
towards shorter hours of work. Indeed, there is much to 
be said for the view that both are manifestations of the 
same tendency, caused by the advance of the machine. 
The first of these manifestations takes the form of unem- 
ployment or, at best, insecurity of employment, and is 
regarded, with every justification, as a curse. The second 
is generally recognised as a blessing. It has already gone 
some way towatds revolutionising our whole way of 
living, and it is this more than any other factor that we 
have to thank for the rise of the lighter industries in the 
South, which has done so much to counteract the con- 
traction of the old exporting industries. 

It certainly must not be assumed that a frontal attack 
on unemployment by a general reduction of hours of work 
is either capable of success or in itself desirable at this 
stage. It is extremely unlikely, too, that if the choice 
were put to them to-day, the mass of workers would set 
shorter hours before higher real wages as the immediate 
objective of economic progress. Nor is this surprising 
when one considers that many quite elementary wants of 
food, clothing, and house-room still go unsatisfied among 
sections of the population who do not suffer from exces- 
sive working hours. Admittedly the problem will not be 
solved in a day. Its solution is bound up with a dozen 
factors, not the least difficult of which is the question of 
education in the broadest sense of the term. But it is, 
perhaps, not too much to hope that the means may 
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ultimately be found of turning to good account also the 
longer petiods of enforced leisure that modern conditions 
tend to impose on the worker between one job and the 
next. 


IV. CoNcCLusION 


N any attack on unemployment it is fundamentally 

necessary to realise that economically Great Britain is a 
changed country. The period from the war to 1928-29 may 
be regarded as a time of transition, of gestation, and the 
experiences of the depression as the birth-pangs of the new 
economy. To-day our industry is far more diversified, 
far more dependent on the home market and less on sales 
abroad. At the same time, the possibilities of foreign 
lending have been greatly curtailed, both by the com- 
parative shortage of new capital seeking long-term invest- 
ment and by the scarcity of credit-worthy borrowers. 
The pound sterling is off the gold standard, and, though 
it may be brought back into an international system before 
many yeats are out, this return will certainly be conditional 
on the new system’s being far more “‘ managed ” than the 
former gold standard, and allowing a far greater flexibility 
of internal monetary policy. Here also the post-war 
decade, which may be summed up as the period of the 
gold exchange standard, was an interval of transition. 
The problems of to-morrow will be very different from 
those of the day before yesterday. 

Again, the population of Great Britain, which was siill 
increasing at a substantial rate before the war, is now 
about to reach the turning point. The statisticians tell 
us that deaths will shortly equal births, then outnumber 
them, and the total population commence to decline. This 
demographic phenomenon is going to have a profound 
effect on the economic life of the nation, the inner deter- 
minant of which is clearly the nature of economic demand. 
The market for staple necessities, and especially for house- 
room, cannot be expected to go on increasing indefinitely 
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with a falling population figure. Thanks to mechanisation, 
the fall in the total number of workers need not be accom- 
panied by a corresponding drop in the aggregate national 
income. On the contrary, we may not unreasonably look 
forward to a progressive increase in the average standard 
of living. The improvement in the average income will 
reinforce the tendency towards diversification of demand 
and consequently of industry, and towards the growth of 
transport and other services, all based first and foremost 
on the home market. 

Partly as a result of the slowing up of the growth of 
the population of these islands, partly for more distant 
reasons, there has been a further change in the British 
economy, having an even more obvious connection with 
the unemployment problem—the falling-off of emigration. 
In the past five years the inflow of permanent migrants has 
actually exceeded the outflow. While this may be regarded 
as a transitory symptom of the general depression, it would 
clearly be unwise to count on a revival of emigration on 
anything like the scale of 120,000 a year net—the average 
of the first post-war decade. Whether it would be the 
part of wisdom to stimulate the flow of migration to the 
oversea patts of the Empire is a profoundly complicated 
question, which must be approached from the angle of 
how best to stimulate and strengthen the economic and 
social life of the Empire as a whole, having regard to the 
changing structure of the British economy and population 
and to comparable factors affecting the Dominions. The 
policy that we adopt in common for this broad purpose 
may or may not involve a large-scale transference of popu- 
lation. In coming to a decision we must not, of course, 
lose sight of the political and strategic implications of any 
policy affecting industry, sea-borne trade and emigration; 
nor of the social—and also, to some extent, the strategic— 
importance of maintaining a balanced economy in each of 
the countries of the Commonwealth. Measures taken for 
the defence of British agriculture assume a far greater 
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importance in this connection than when considered as 
factors directly affecting unemployment. Indeed, neither the 
expansion of agriculture at home, nor emigration for agti- 
cultural settlement to the Dominions, can ever be regarded 
as of more than purely marginal significance as a direct 
contribution to solving the unemployment problem. 

Seen in this light, that problem appears first and fore- 
most as an element in the strength and stability of the 
whole community of British nations. We live in dangerous 
times, and great strains may be imposed on the nations of 
the Commonwealth. We shall be gravely handicapped if, 
when the strain comes, we have still in our midst, both 
here and in the Dominions—where unemployment has 
been on the whole no less severe than at home—a dead- 
weight of demoralisation and disheartenment, the product 
of long-term unemployment. We shall find ourselves 
equally at a disadvantage if our economic and social 
structure has not been organised to cope with the greater 
individual insecurity inseparable from mechanisation. 
There is no single or straightforward solution to this 


infinitely complex problem—we must indeed break it up 
into little pieces. But having done so, and having chosen 
our remedies in the light of that dissection, we must next 
reassemble the pieces to make a new and better picture of 
our whole national and imperial life. 





INDIA: A NEW ERA OPENS 


I. Ham AND FAREWELL 


F, Ghee 1936, when India bade farewell to Lord Willing- 
don and welcome to Lord Linlithgow, possibly marked 
the end of a lull in her affairs. It may sound odd to describe 
in those terms a period that saw such incidents as the latter 
Round Table Conferences, the White Paper, the Joint 
Parliamentary Committee and the Ottawa debates, but all 
these, even the last, were essentially matters of outside 
origin. So far as the internal history of India is concerned, 
“Jull” is not inexact. Lord Willingdon’s arrival coincided 
with the dying-down of a serious movement directed against 
constituted government, and his lustrum has seen com- 
parative calm established and maintained while the country, 
as it were, took breath. ‘There are indications that the 
next five years will be marked by much mote internal 
activity. The setting-up of the new provincial governments 
is in itself bound to quicken the political tempo. 

Looking back over Lord Willingdon’s five years, one 
might perhaps describe as their chief feature the insistent 
emergence of India’s position in the Empire as a cardinal 
question of statesmanship, as yet undetermined. To 
persons engaged in the ordinary battle of life these questions 
of status may seem unreal or exaggerated, but when a 
national consciousness is developing they bulk very large, 
and a failure to appreciate their extent and importance 
is a profound error of ultimate as well as immediate policy. 
It is their subjective aspect that gives them their importance 
as an Empire problem. Pragmatists, growing impatient 
at the declamation and heat aroused by the experiences of 
a few obscure individuals, fail to see that it is not the 
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individuals themselves, but the passions their position 
rouses in the sharpened sensitiveness of their political 
fellow-countrymen, that make the world problem. The 
position is well summed up by a writer in the Madras Mail, 
who describes the problem of national status and treatment 
as a “‘ canker which affects every issue, however remote and 
apparently self-contained it may seem, in which Indian 
participation enters; it touches nothing it does not de- 
form”. 


Il. Two New Provinces 


HE first definite indication of the emergence of the 

new India was the coming into existence on April 1 
of the new provinces of Sind and Orissa on the western 
and eastern corners of the long seaboard. Both are mari- 
time provinces, but whereas Orissa has nothing worthy 
of being called even a minor port its twin province possesses 
in Karachi one of the chief ports of the whole sub-continent 
and easily its most important air haven, both from a strat- 
egic and from a commercial point of view. They differ in 
many other ways too. Sind, although predominantly 
Moslem, has a strong, wealthy and active Hindu minority ; 
its population, while distinguishable enough, is not pre- 
dominantly of a single ethnic type. Orissa, on the other 
hand, is the most homogeneous racial unit in India. Well 
Over 90 per cent. of its population are Hindus and a similar 
percentage is of the distinctive Oriya type. Orissa at 
least should know no communal problem. 

In some ways Orissa offers the best example of a type 
of problem that is growing in importance in India, namely, 
the effects of denudation; for there is little doubt that the 
recurrent and disastrous floods that afflict the country—and 
incidentally affect seriously its general health—have their 
ptime cause in the stripping of the slopes that bound it 
on the west and through which its rivers make their way. 

Sind’s problem is different and is primarily one of ad- 
ministration. Will it run the huge barrage scheme effici- 
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ently? Will a province where landowners are so strong 
resist the temptation to pare land revenue rates and so 
reduce or remove the yield the barrage ought to give? 
The Government of India has a strong interest in this, 
as the new Act shows, and will watch the infant province 
with some anxiety. 


II. Panprr NEHRvu’s CHALLENGE 


N April 12 Pandit Jawaharlal Nehru delivered his 

presidential speech to the open session of the Lucknow 
Congress. The speech was worthy of the occasion and 
was perhaps the most sincere utterance that has fallen from 
the successive presidents of the Congress for a considerable 
number of years. It is singularly and refreshingly free 
from claptrap of any kind, and there springs to the lips 
almost unconsciously the old tag O si sic omnes. One 
doubts whether the presidency of the Congress is con- 
genial to the Pandit; it is easy enough to trace a certain 
resentment at the difficulties, if not the falseness, of his 
own position, that of a.single-minded, passionate, idealist 
doctrinaire who finds himself at the head of a great body 
of average men, not to mention a wide variety of doubters, 
trimmers, and self-seekers, to whose political pace he has 
to accommodate his own. The Pandit has at times a 
lapidary gift of phrase. Thus he distinguishes nationalism 
in the East from the “ new and terribly narrow nationalism 
of fascist countries; the former is the historical urge to 
freedom, the latter the last refuge of reaction”. There is 
some truth in the distinction, though it seems too simple 
a view to describe Mussolini’s Italy as the last refuge of 
reaction, The changes in Italy and Germany seem to 
bear much more the stamp of a future development to 
which all the world is tending—mass man. It may be 
that in these countries, as in Russia, we have seen a step 
towards the anthill of the future, in which the mass of 
individual units will be scarcely more than automata, 
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directed by a few intelligences or impulses of which they 
ate hardly even awate. 

The real text of the Pandit’s discourse is “‘ independence 
first”; how to join together in a struggle for independence 
all the anti-imperialist forces in the country. For that end, 
he is prepared to accept Congress for some time to come, 
with all its diversities of composing units, its temporisings 
and hesitations, so painful to his impetuous spirit. He 
accepts it because with all its shortcomings it is the only 
continuing expression of the urge to independence, and 
if it weakens the result may be mere provincial and com- 
munal jealousies and the diversion of the national aim. 

His heart is in socialism, of which he made a public and 
categorical confession in his speech. He is convinced 
that the only key to the solution of the world’s and India’s 
problems lies in socialism, a term that he uses “not in a 
vague humanitarian way but in the scientific, economic 
sense”. He does not, however, define this scientific, 
economic sense, and when he describes socialism as a 
philosophy of life one suspects that its appeal in this guise 
is for him not secondary but primary. To one who, 
like the Pandit, has to some extent the vision of a poet, 
it is socialism as a philosophy that will appeal. Ifthe world 
is full of hope, he says it is largely because of the example 
of Soviet Russia. He sees no way of ending the poverty, 
unemployment, degradation, and subjection of the Indian 
people except through socialism, which he admits must in- 
volve “vast and revolutionary changes ” and incidentally 
“the ending of private property”. One wonders how 
some of his hearers relished those phrases. He believes 
in the rapid industrialisation of the country and not, one 
imagines, at all in the khadi * movement, which he looks 
upon as a “‘ temporary expedient of a transition stage ”. 

The Pandit’s mind is logical, too logical for a man 
in the position in which he has been placed, but he has one 
clear view that one wishes he could impart to others, 


* homespun. 
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and not only to Indians: “the only right way of looking 
at our own problems is to see them in their proper place in 
a world setting”. It is one of the defects of nationalism, 
even the Indian nationalism which the Pandit differentiated 
from that of the West, that it seems to inhibit precisely such 
a synoptic view. 

The Pandit condemned the Government of India Act 
as a “new charter of slavery”, and in one of his purple 
patches declared: “if they had offered the crown of 
heaven with this accompaniment and with this dishonour, 
would we not have spurned it”? A charter of slavery, 
he said, is no law for the slave—a pungent phrase that might 
be taken as a pointer to the Pandit’s thought and purpose. 
He will not regard the Act as binding; it is to be evaded or 
defeated in every way. He recognises, however, that “‘ we 
have no choice but to contest elections to the provincial 
legislatures ”, though he tries rather ineffectively to qualify 
this by saying “in the event of their taking place”. Election 
should be sought on the basis of a detailed political and 
economic programme “ with a demand for a Constituent 
Assembly in the forefront”. This is an interesting revival 
of a project that had been practically dropped overboard 
by the Congress leaders. “Independence,” he says, ‘‘ can- 
not be given”. Therefore logically the Constituent 
Assembly “ will not come through the new Act or in the 
legislatures ”; what he has in view is that a period of great 
change or stress may shake India to such an extent that an 
Assembly can be brought together, frame a constitution 
and present a demand to the British Government. He 
realises that such an Assembly requires previous preparation 
and organisation. 

The Pandit’s intransigent attitude reappears again and 
again in such phrases as 


the only right and safe way is to stand four-square on our own 
programme and to compromise with no one who has opposed 
the national struggle for freedom in the past, or who is in any 
way giving support to British imperialism. 
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The latter, he says, is in no way different from the Italian 
imperialism that is bombing and killing harmless Ethiopians 
or from Japanese or other imperialisms. Behind them all, 
he says, returning to his favourite socialistic theme, is 
“a decaying economic order ”. 

The Pandit accepts the couacils but rejects with detesta- 
tion any question of accepting office. “To accept 
office and ministry under the conditions of the Act is to 
negative our rejection of it.” This as a statement in logic 
is correct. As a statement of political advisability or prac- 
tice it is very different, and one seems to see in the Pandit 
the characteristic inability of the doctrinaire to understand 
the working of the empirical mind. 


It is always dangerous to assume responsibility without power ; 
it will be far worse with this constitution, hedged in with safe- 
guards and reserved powers and mortgaged funds. 


Office, he says, will not add to the Congress’s real strength 
but will only weaken it by making it responsible for many 


things it dislikes. All this is true, assuming, as the Pandit 
does, that the Congress remains unchanged. The in- 
dications are that this assumption will be falsified. 


Imperialism (the Pandit says) sometimes talks of co-operation 
but the kind of co-operation it wants is usually known as surrender, 
and the Ministers who accept office will have to do so at the price 
of surrender of much that they might have stood for in public. 


To his sincere and by now definitely ascetic spirit the 
prospect of a scurry for spoils and patronage is repellent, 
and he comments with some pungency on the argument 
that Congress’s chances at the elections would increase if 
they declared themselves prepared to accept office. He 
condemns outright the suggestion, which has found favour 
in several quarters, notably in South India, that the question 
of accepting office should be left to provincial decision. 
This “astonishing and fatal suggestion”, he says, “ plays 
into the hands of our imperialist rulers ”. 
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First issues will sink into the background, independence 
itself will fade away and the narrowest provincialism raise its 
ugly head. Our policy must be uniform for the whole of India 
and it must place first things first, and independence is the first 
thing of all. 


He is convinced that the acceptance of office or even to 
hesitate and waver about it would be a fatal error. “It 
will be a pit from which it would be difficult to come out.” 

The Congress organisation he regarded as antiquated 
and too authoritarian. ‘There must be a definite move to 
“develop democracy in the lowest rungs of the Congress 
ladder and make the primary committee a living organisation 
of criticism and discussion instead of a mere voting 
machine”. Russia is never far from the Pandit’s thought, 
and if India is his first love Russia is his second. More than 
once he returns to the necessity for increasing the interest 
and day-to-day activity of the lower committees in the 
Congress hierarchy, and he specifically advocates the forma- 
tion of peasants’ unions as well as workers’ unions—a re- 
commendation that must have shocked many of his hearers. 
He found that the Congress, having lost touch with the 
masses, was “deprived of the life energy ” that contact 
with them gives. A middle-class leadership is often 
distracted leadership, looking in two directions at the 
same time. “The Congress must be not only for the 
masses, as it claims to be, but of the masses.” 

Another forthright opinion that must have given many 
a jolt was that the communal question is “after all a side 
issue”. He cannot see the Decision being shaken by the 
methods adopted by its aggressive opponents, which in 
his view merely perpetuate it. The real solution will 
only come when “ economic issues, affecting all religious 
groups and cutting across communal boundaries, arise”. 

The Pandit indulged in a vivid gibe at the hot-air mer- 
chants when he referred to the talk “of a militant programme 
and militant action.” ‘I do not know what exactly is 
meant. . . . If direct action on a national scale or civil 
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disobedience is meant, then I see no near prospect of them” 
“Let us not indulge in tall talk before we are ready for 
big action”. Satire was hardly even veiled when he referred 
to certain talk of a joint front, which so far as he could 
gather referred to some alliance among the upper classes, 
m ptobably at the expense of the masses”. 

The main motif of the Pandit’s speech might be para- 
phrased thus. Wars either have begun ot are coming 
from which Great Britain will find it difficult, if not im- 
possible, to escape. Once she is involved deeply, India 
will have her opportunity. A modern war must embrace 
all the Western nations and cannot be fought in detachment, 
but in order to seize her opportunity India must be ready 
and gird up her loins now. 


The time may come, and that sooner perhaps than we expect, 
when we might be put to the test. Let us get ready for that test. 
Every war waged by imperialist Powers will be an imperialist 
wat hae the excuses put forward; therefore we must keep 
out of it 


The rdle cast by the Pandit for India in a contest in 
which Great Britain is involved is that of the sertius 
| gaudens. 

_ The impression left by the Pandit’s speech on the 
Statesman is that “this is not an Indian speaking. In no 
sense whatever are these the words of an Indian”. Here 
| the antinomy is being pushed too far. The Pandit is 
indeed a product of English education, showing in his use 
of the English language and in many other aspects the 
impression it has made on him, but the Stafesman’s phrase 
is an excessive simplification. Doctrinaires are much the 
same the whole world over, and one set of tram rails is 
very like another, although the trams may be of different 
pattern; but it is precisely the touch of the universal and 
of detachment in the Pandit’s intellectual make-up that 
constitutes his main attraction, and at the same time 
explains the hesitation with which the average Congress 
politician is apt to regard him. It is the distrust shown 
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all the world over by “homme moyen sensuel” for the 
sincere, passionate, self-denying enthusiast. In surveying 
the Pandit’s character and position one cannot but admire 
and pity him; admire his qualities intellectual and spiritual, 
and pity him for the rdle in which he has been cast—to 
apply methods he dislikes, with associates who misunder- 
stand, for purposes not fully shared. The gulf that separ- 
ates him from many of his associates has already shown 
itself in the hostile comments of much of the Congress 
and nationalist press. His disillusionment will not be long 
in coming—it may already have begun. 


IV. THE AssEMBLY, THE BUDGET, AND OTTAWA 


NOTHER budget season has disclosed only two pro- 
vincial surpluses, in Bombay and Madras. The former 
is a very small affair. Bombay’s return to a plus balance 
reflects the separation of Sind as a province. Bihar, 
however, is too far in deficit for the scission of Orissa to 
have a similar effect. Madras, as always, keeps its head 


further above water. This reflects an old tradition of 
catefulness, not to say parsimony, in administration, a 
more frugal peasantry and a smaller proportion of perman- 
ently limited land revenue. 

The central budget was one bright spot, but members of 
the Assembly found many a stain upon it. Particular 
criticism was devoted to the Finance Member’s insistence 
on meeting Quetta repair expenditure from revenue 
instead of capital. It was odd that this solicitude for the 
future revenues of India, in view of the impending arrival 
of provincial autonomy, the separation of Burma, and so 
on, should have come in for such attack, and in perusing 
the Assembly speeches one has at times an impression of 
unreality, of a theoretical argument as distinct from 
concern with a grave and urgent practical problem. This 
is one of the curious features of political life in India that 
show how youthful the legislative bodies really are. The 
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hardy annuals, such as the reduction of the salt tax, came 
up again, and an old friend reappeared in the proposal for 
a half-anna postcard. For this there is a good deal to say, 
but the revenue aspect was paramount. 

It is unfortunate that a budget which is generally admitted 
to have been skilfully drawn up and ably presented should 
have had to find its way into law by certification. It is 
unlikely that any Finance Bill hereafter will pass except 
by this intervention. If the intention is that the Assembly 
should develop at least an interest and a feeling for the bud- 
get, then it is desirable that it should be passed as their 
measure. For the whole expenditure plan to go through 
on a single individual’s fiat, even though he be the Governor 
General, means an unfortunate accentuation of the divorce 
of criticism from responsibility, which in one way or another 
has infected the political experiment in India for the last 
16 years. 

The chief incident of the Assembly session was the 
debate on the Ottawa agreements and the vote in favour 
of terminating them. There was a good deal of criticism 
of these agreements at the time they were made, not only 
in India; on grounds both of content and of method 
suspicions were freely expressed that some at least of the 
agreements or portions of them were the result of what 
were in effect threats. No agreement outside Utopia 
ever gave complete satisfaction, and every agreement is a 
compromise in which each party accepts some less advan- 
tageous points for the sake of those to which it attaches 
importance or from which it looks to benefit. The Indo- 
British Ottawa agreements are no exception, and in the 
United Kingdom as well as in India the need for revision 
has been freely mooted. 

It must be said, however, that in the Indian debates one 
strong and compelling ground for opposition was the famous 
one attributed to the Puritans; not so much because the 
thing was bad in itself as because it was suspected to give 
pleasure to the other patty. It is a saddening reflection, 
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but these psychological difficulties are the big realities 
of Indian politics to-day. It is possible, however, to treat 
the position too seriously, though the sooner India gets 
down to the hard facts of the economic position the better. 
One element in the suspicion that found expression in the 
Assembly’s voting was the belief that the original Indian 
delegation to Ottawa was not representative. It is quite 
possible that Indian representatives elected by the Assemblies 
ot by different Chambers of Commerce might have found 
themselves persuaded at Ottawa to accept agreements 
much the same as those so bitterly opposed and now con- 
demned, but there would have been this difference, that 
the agreements would have been much less readily disowned. 


V. Most—EM Moves 


UCH interest was aroused by the Aga Khan’s visit 
to Delhi in February and the meetings he held with 
prominent Moslem leaders. One object was admittedly 


to seek some modus vivendi with other communities, in 
view of the approach of the new constitution. The Aga 
Khan’s endeavours to further the formation of parties 
that will pursue objects of genuine interest to the country 
as a whole and not be tied strictly to communal leading 
strings has received as good a welcome as could be expected 
in the suspicious atmosphere of to-day: in fact rather better. 
It is to the credit of the Moslem leaders that they see the 
advisability of at least trying to get away from communal 
lines of cleavage in general politics. 

The Hindu press showed its intransigence and suspicion 
towards these moves. The Punjab Tribune twitted the 
Aga Khan with his refusal, along with his fellow Moslems, 
to consider the question of central autonomy until Moslem 
interests were safeguarded. It added that as long as 
the attitude taken by the Moslems remains unchanged the 
divorce of religion from politics is pure bunkum. The 
Tribune went on to demand that the Moslems must definitely 
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and unequivocally abjure their faith in separate electorates 
and in communal representation in the services. This 
intransigence is characteristic, but the press in this country 
is always more intransigent than the leaders; there are 
distinct indications that the better elements of the Hindu 
community are as much tired of the communal conflict 
as the Moslems, and would be prepared to make con- 
cessions if joint electorates could be introduced. Among 
the proposals to this end is one for a differential franchise, 
a lower level for the Moslems bringing up their voting 
numbers. 

A good deal of this is, however, as yet only talking in the 
air. The Moslems’ main contention is that they should 
be guaranteed the faculty of electing Moslems they want, 
whereas if they were thrown into joint electorates the chances 
ate that they would get the Moslems the Hindus want, 
and so long as this suspicion continues their attitude will 
not weaken. The younger ranks of Moslems are, however, 
rather less rigid on this count than their seniors, and time, 
along with the practical experience of working provincial 
autonomy, will almost certainly modify the present rigidi- 
ties. Life is a bigger thing than communal gids, and even 
a generation will probably see changes towards the accom- 
modation and development of party politics, on lines 
regardless of communal differences, that would shock the 
communal champions of to-day. 


India, 
April 1936. 





IRISH POLICIES AND PROBLEMS 


I. THe New Trave Pacr 


HE protracted negotiations * between officials 

representing the United Kingdom and Free State 
Governments bore fruit on February 8, when it was 
announced that a fresh coal-cattle pact had been entered 
into for the coming year. It will be remembered that last 
year’s pact } was on a pound for pound basis, whereby in 
return for a monopoly of the coal market in the Free State 
the British Government agreed to allow the importation 
of a certain number of our cattle. The fixed duties on both 
sides were, however, retained. The new agreement 
modifies this anomaly. On the British side the fixed 
duties on all classes of Free State cattle are reduced by 
proportions varying from 20 to 35 per cent., and those on 
horses, sheep, and lambs are halved. It is believed, how- 
ever, that they will still produce at least £4,000,000, the 
amount of the retained annuities. The new arrangement 
also provides for an increase in the quotas of Free State fat 
cattle and bacon exported to England. On the other 
hand, the value of these concessions to our farmers is 
considerably reduced by the simultaneous withdrawal of 
the export bounties paid to them by the Free State Govern- 
ment. On cattle there was a flat rate bounty of £1 per 
head, and on horses a bounty of 40 per cent. ad valorem. 
The Free State Government on its side has reduced by half 
the emergency duties on British cement, iron and steel 
goods, electrical apparatus, and certain classes of sugar, 
which were imposed as a retaliatory measure, and in 
addition to granting the coal monopoly has agreed to 


* See THE Rounp TABLE, No. 102, March 1936, pp. 356 e¢ seq. 
+ See THe Rounp Taste, No. 98, March 1935, p. 369. 
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take one-third of our cement imports from Great Britain. 
By the withdrawal of the bounties on cattle and horses the 
Free State Exchequer will save approximately £400,000, 
which will practically solve the problem presented to the 
Minister for Finance by the recent removal of the tax on 
British coal, which produced about £500,000 a year. 

On the Irish side the real gain is that we slightly improve 
our present inferior position in the only market for our 
agricultural produce that is of any importance, and cattle 
prices have accordingly increased. Last year’s pact un- 
doubtedly arrested a further drop in our cattle exports, 
and the new arrangement, coupled with the increasing 
prosperity of Great Britain, is bound to have a good effect 
on our agricultural export trade. On the whole it may be 
said that the permanent officials, on both sides of the Irish 
Sea, have again stepped in where the politicians feared to 
tread and, as far as they have been allowed, have once 
mote brought us face to face with realities. They have 
applied the solvent of common sense to a situation which 
is still seriously harmful to both countries, and which, if it 
continues indefinitely, will certainly lower the whole 
standard of our rural life and vitally react on our industry 
and commerce. There is considerable truth in the com- 
ment of Mr. Cosgrave that the retained land annuities are 
now being sent over to Great Britain on the horns of our 
cattle, and that the new arrangement may well be called 
a plan “to make further and better provision for the pay- 
ment of the annuities and to remove doubts as to the 
willingness of our Government to facilitate the British in 
their collection”. We have in fact had to modify our 
tariffs and concede a valuable and substantial monopoly 
in order to retain for our agricultural produce a partial 
entry into the British market which, during Mr. Cosgrave’s 
administration, we enjoyed without any restriction whatever, 
and without any reciprocal concession. 

On February 26 the Government introduced a Bill in 
the Dail to validate the reduction of the emergency duties. 
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Mr. MacEntee, the Minister for Finance, introducing the 
measure, claimed that whilst in each case the respective 
Exchequers would lose by the reduction of the import 
duties, it was obvious that the producers in both countries 
would gain, and gain considerably, by reason of the ex- 
tended market that was offered to them. The Free State 
Government, on their side, felt that the new agreement, in 
conjunction with other measures that the Government had 
taken, or had in view, would solve the problem of our 
surplus cattle, and would relieve considerably the position 
in regard to other agricultural products. It would lead to 
a significant increase in the volume of trade between the 
two countries. He estimated that it would cost the 
British Exchequer about £800,000 and ours about £200,000. 
It was an expression, he added, of the mutual desire for 
goodwill and friendly relations in matters of trade, and in 
that aspect he was sure it would be welcomed. 

Mr. Cosgtave, on behalf of the Opposition, moved that 
the Bill be rejected until the Government gave an assurance 
that they would take immediate steps to negotiate a com- 
prehensive settlement of the matters at issue with Great 
Britain. ‘The question, he said, was not whether this pact 
should be accepted, but rather whether a much better pact 
should not be negotiated. He claimed that the pact was 
an admission on the part of the Government that they 
could not do without British trade. The slaughter of 
660,000 calves had cost the country £200,000. A favour- 
able settlement of the dispute with Great Britain was not 
only possible but almost mandatory on both parties. Pro- 
fessor J. M. O’Sullivan, T.D., speaking during the debate, 
said that the pact was a clear indication how essential the 
British market was to the prosperity of the Free State. 
Increased tillage, if it was to succeed, meant the rotation 
of crops and therefore an increase in the number of cattle. 
The Government, he claimed, were a Government of half 
measures at all times; they were half in the Commonwealth 
and half out of it. They were half republicans and half 
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Free-Staters. But this pact was not even a half measure; 
it only revealed the strategic weakness of the Government’s 
position. 

Mr, Frank MacDermot, T.D., speaking as an Inde- 
pendent member representing a rural constituency, referred 
to the sufferings of the countryside and said that the 
bounties should have been retained even if it necessitated 
the maintenance of the coal tax. He thought the Opposi- 
tion had allowed their emotions to cloud their reason. 
The Government’s fallacies of a few yeats ago about the 
British market were completely exposed and exploded. 
The Bill really represented a triumph for the Opposition 
arguments and philosophy, and it was blindness on their 
patt to oppose it. He would, he said, be deeply dis- 
appointed if the Government failed to make a strenuous 
effort before the end of the year to settle all disputes with 
Great Britain, or at least to settle the financial dispute. 
Our position as a mother country involved not only rights, 
as Mr. de Valera had recently claimed, but also obligations 
and opportunities, which we gave little evidence of appre- 
ciating when we advocated separation or sought to weaken 
the principle of allegiance to the King, whereby the whole 
fabric of the Commonwealth was held together. Dr. Ryan, 
the Minister for Agriculture, claimed that by exports and 
otherwise the Government had disposed of 780,000 cattle 
in 1935, a figure well above the yearly average during the 
ten yeats when exports were unrestricted, but Mr. Dillon, 
T.D., later pointed out that whereas the cattle exported 
in 1931 realised an average price of £16 11s. per beast, in 
1935 the average price was only £8. 

Closing the debate, Mr. de Valera made one of those 
long, rambling and querulous speeches, largely concerned 
with past history, with which we are now too familiar. 
He complained of the so-called “ secret agreement ”’ made 
by the Cosgrave Government in 1923, of treaties signed 
under threat of force, and of the burden imposed by the 
payment of the land annuities to Great Britain—which, he 
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stated, having regard to the taxable capacity of the two 
countries, would correspond to a payment of £330,000,000 
by Great Britain. The British had tried to mix up the 
political and financial disputes. Even the Privy Council, 
he said, had admitted that the Free State Government 
were entitled to abolish the oath of allegiance and make 
other alterations in the constitution. He held there was a 
very big difference between the existing position, in which 
the British were forced to take this money from them 
against their will by imposing discriminatory tariffs upon 
their products, and the position they would be in if they 
handed over the money voluntarily, as if it was due. While 
he admitted that the pact represented, to some extent, a 
lowering of the flag, he believed that right would yet 
triumph. He refused, however, to give a clear answer to 
Mr. MacDermot’s question, whether he would be prepared 
to submit the annuity dispute to the Hague Court. They 
should, he claimed, be free to choose, as people do in 
arbitration, their own representatives, from whatever source 


they liked. The Bill, of course, was duly passed, but it 
does not bring us much nearer to the real solution of our 
difficulties, which cannot be found in a policy of settlement 
by inches. 


II, ELECTION PRELUDES 


HE various political parties are preparing for the 

general election that must take place before the end 
of the next year. None of them is really well organised, 
and most of them have empty war-chests. Mr. Lemass, the 
Minister for Industry and Commerce, speaking at Cavan 
on February 16, claimed that victory for the Government 
was so inevitable that nothing but slackness in their 
organisation could lead to defeat. He declared that the 
progress they had made in the sphere of national policy 
had been such that they were now in sight of the final 
goal, and their plan had been so designed that every 
step forward was irrevocable. He said that no one in 


576 





IRISH POLICIES AND PROBLEMS 


the country would seriously propose the restoration of the 
oath of allegiance or the appeal to the Privy Council. The 
success that attended their efforts had been such as to give 
them every confidence in their ability to complete their 
programme. One of their difficulties, he said, was the 
weakening of the Opposition, which was to-day virtually 
non-existent and without any prospect of revival. But in 
spite of this drawback the Fianna Fail party was now 
stronger than ever it had been, a development he attributed 
to the fact that the party’s primary purpose was national 
and not political. The existence of the United Ireland 
party was the accidental result of political circumstances, 
and there would never again appear an Opposition equal to 
that party’s previous strength unless it had a programme 
that appealed to the Irish people as strongly as the national 
ptogramme of the Fianna Fail party. That was not likely, 
because until Irish independence and Irish unity had been 
accomplished the achievement of these aims would be the 
main goal of the Irish people. 

Mr. Lemass omitted to state that by reducing and 
rearranging the constituencies, by abolishing university 
representation, and by opportunist legislation, the Govern- 
ment had done its best to make its position secure and its 
return to power certain. He is quite accurate in stating 
that the Opposition has lost ground, although not so much 
as he affects to believe. The monumental error of making 
General O’Duffy its leader, his subsequent actions, and his 
removal from leadership, and the more recent defection of 
Mr. Frank MacDermot, have seriously shaken public 
belief in the political judgment of its leaders. The re- 
election of Mr. Cosgtave as leader has of course had a 
steadying effect, but at the moment the United Ireland party 
is in no condition to face a general election with any 
prospect of success. This is due to lack of both organ- 
isation and policy. Political opportunists throughout the 
country have naturally transferred their allegiance to 
Mr. de Valera, but while they render lip service to his 
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republican aims they sincerely hope he has no intention 
of putting them into practice. These defections, coupled 
with lack of money and enthusiasm, have had a prejudicial 
effect on the organisation of Mr. Cosgrave’s party. Its 
policy, which is in many respects a modified edition of 
Mr. de Valera’s, is neither precise nor courageous, and 
unfortunately pays more regard to vote-catching than to 
constructive principles. Its present leaders have never 
faced the question of loyalty to the Crown with courage 
or sincerity, and indeed, with the exception of Mr. James 
Dillon, T.D., they have been extremely lukewarm in their 
attitude towards the Commonwealth. 

Mr. Cosgtave, speaking on March 5 at the annual 
congress of the United Ireland party, when he was te- 
elected its leader, said that the attainment of political 
unity in Ireland overshadowed every other political ques- 
tion, and ought to command the most earnest attention of 
all parties in the State. Only on the basis of the Common- 
wealth of Nations could the ultimate unity of the country 
be restored. He referred to the manner in which similar 
problems had been tackled and solved in Canada, Australia, 
and South Africa, and said that events since the signing of 
the Treaty had completely falsified the lurid pictures then 
drawn of the Free State’s economic, political, and cultural 
domination by the Government and the people of England. 
He also alluded to the natural advantage of proximity to 
the British market and said that our agricultural policy 
should be directed towards exploiting that advantage to 
the utmost. The farmers and agricultural labourers were 
the bulwark of the nation, and upon their prosperity 
depended the prosperity of the country. The strategic 
importance to Great Britain of having a large food supply 
available for her people in times of war could be used as a 
bargaining asset. Peace at home and peace abroad were 
the first essential remedy for unemployment. 

Although Mr. Cosgrave rightly emphasised the im- 
portance of national unity, it cannot be claimed that 
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when in power his Government advanced the possibility 
of reunion with the North, by its centrifugal policy 
as tegatds the Crown and Commonwealth. On the 
contrary, it raised fresh barriers against reunion, and 
the present attitude of many of its leaders is still far from 
helpful. 

A vety pertinent criticism of the existing situation was 
made in a letter from a Catholic in the South of Ireland, 
which Senator Douglas quoted during the recent Senate 
debate on the abolition of university representation. 
Pointing out that neither of our two leading political 
parties welcomed men who think for themselves, the writer 
added that the principal difference between these two 
parties was transitory, though it would take some time to 
pass away. Its cause lay in the animosity arising out of 
the civil war. But on the question that transcended all 
others, namely, the type of civilisation that it was desirable 
for us to work for, they were at one. They had in mind 
a Gaelic State, which the writer of the letter regarded as a 
figment of the imagination. One party called itself the 
Tribe of Gaels and the other the Warriors of F4l, both 
forgetting that the complex and beautiful thing that was 
Irish life was compact of the descendants of Gaelic, Norman, 
Jacobite, Cromwellian, Williamite and post-Williamite 
invaders, descendants whose character and ideals had been 
moulded and brought to fruition in this land of Ireland, 
and who, in turn, had given it their love. It was as if a 
great political party in England or France were to adopt 
the title of the Bowmen of Senlac or the Knights of Charle- 
magne. This insistence on the hegemony of the Gael 
had no relation to the facts of history. It would have 
been abhorrent to such Nationalist leaders as Tone, Davis, 
Mitchell, or Parnell. Both parties, the writer added, 
professed a desire for a united Ireland, but they imagined 
a vain thing if they supposed it could now be on the basis 
of a Gaelic civilisation. If they were sincere in their 
desire for unity they ought to take pride in the heroism of 
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their people on whatever side they fought in their old wars 
—of the ’Prentice Boys of Derry no less than of the 
defenders of Limerick. A knowledge of the history of 
one’s country was a valuable thing, but when it imported 
into the discussion of the too insistent problems of the 
present day the dissensions of centuries ago it was no less 
than a menace. 

This outspoken commentary on our politicians’ false 
national philosophy expresses clearly a growing opinion 
among educated people which will, it is to be hoped, find 
more tangible political expression in the near future. It 
is interesting to note that whilst Mr. de Valera’s paper was 
moved to teply to this letter in one of its characteristic 
diatribes, the organ of Mr. Cosgrave’s party was cour- 
ageously silent. It is because this party will not honestly 
face such important questions that it is losing vitality and 
strength. It has no future as an echo of Fianna Fail, and 
can only survive if it recognises the realities of Irish life 
and admits the truth of Parnell’s dictum that “ Ireland 
cannot afford to lose a single son”. 

The other attitude towards national unity is revealed in 
a recent speech of Senator Connolly, Minister for Lands, 
made at Limerick on March 28, in which he said that the 
first step towards unity of the country was to have unity 
in the Free State, and the next step was to have all the 
forces in Northern Ireland that stand for unity brought 
together and consolidated. The only basis for permanent 
peace with Great Britain was, he said, the recognition of 
our rights as a free and independent people who could 
only deal with other countries on a basis of equality of 
tights. On the day that the truth of this was realised in 
Great Britain the beginning of real peace and harmony 
would have arrived. He claimed that the Government 
had not yielded on any issue affecting the fundamental 
question of complete independence. All this sounds very 
like Herr Hitler’s political philosophy painted green, and 


indeed springs from the same rather truculent attitude and 
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the same feeling of inferiority. But it is significant that 
Senator Connolly and his like are not so cocksure as they 
used to be. The policy he advocates, as he was candid 
enough to admit, can only lead to the Government’s 
eventual defeat by the more extreme republican element, 
for only by them can it be pushed to its logical conclusions. 

This element has recently formed a new party called 


“The Republican Party of Ireland,” which states that its 
immediate task is 


to organise and prepare the people to assist in setting up a 
Government of the Republic, representative of the whole of 


Ireland, and in extending the jurisdiction of the Republic over 
the whole nation. 


It apparently intends to put forward candidates at the next 
election, pledged, if elected, not to enter the Dail, but to 
form a rival parliament. This is only a new edition of 
the old policy followed by the Sinn Fein party in 1919, 
when they refused to attend the House of Commons, but 
it is not likely to succeed under present conditions. Its 
secretary, Mr. Sean MacBride, who is incidentally one of 
the I.R.A. leaders, in a letter to the press, challenged 
Senator Connolly’s statement and pointed out that the 
Government, by accepting the Treaty position and main- 
taining the institutions it imposed, had yielded on an issue 
affecting the fundamental question of complete inde- 
pendence. The Labour party, not to be outdone by 
anyone, claims that its political object is a Workers’ 
Republic, although it is not apparently quite clear what 
this may mean. Many of its supporters seem to think 
that these words have an objectionable Russian sound, in 
spite of an assurance by Mr. W. Norton, T.D., the leader 
of the party, that it only seeks to create here a system under 
which “ none could have too much until the needs of all 
were satisfied.” 

An indication of present popular opinion is given by 
the attack made by the crowd on communist participators 
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in the Easter Saturday republican procession in Dublin. 
This was probably organised, because the Church has no 
intention of tolerating such displays. That they are pos- 
sible at all is a portent not to be overlooked. It is unfor- 
tunately only too true that there are certain forces in the 
country, active and organised, who seek by terrorism and 
crime to achieve their political ends. Mr. de Valera, 
broadcasting a message to Australia on St. Patrick’s day, 
referred to the advance of a new paganism in Europe, 
and claimed that in the future Ireland might have to play 
as gteat a patt as she had done in the past to maintain 
Christian civilisation. But his message was interrupted 
by a mysterious voice which referred to a “display of 
English militarism ”, meaning apparently the parade of the 
Free State army which had taken place that day in Dublin. 

A sinister and terrible example of our Christian civil- 
isation was afforded a few days later, on March 24, by the 
cowardly murder of Vice-Admiral Henry Boyle Somerville 
at Castletownshend, County Cork. The victim was a 
distinguished and patriotic Irishman of the most kindly 
and charitable personal character, a brother of Miss Edith 
Somerville, the famous novelist, belonging to a family 
who have always been deservedly popular with every class 
in the district where they live. This old man, who had 
never wronged anyone or taken any part in politics, was 
shot down in the darkness on his own doorstep by some 
anonymous assassin. ‘The ostensible reason for this cold- 
blooded crime was disclosed by a printed paper left behind 
by the murderer alleging that Admiral Somerville had 
rectuited young men for the British forces. Even this 
statement was untrue, as his widow swore at the inquest 
that he had never canvassed for recruits for either of the 
services. He had only given information to boys who 
had naturally come to him in order to ascertain the pro- 
cedure for entering the navy. The sole redeeming feature 
of this terrible occurrence, in some ways the worst crime 
that has been perpetrated in Ireland during recent years, is 
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the universal condemnation it has evoked from every 
responsible party in the country. 

The Catholic Bishop of Ross, Dr. Casey, in whose 
diocese the murder took place, denounced it in a powerful 
pastoral letter. He pointed out that the murderer and his 
confederates must have had local assistance and that such 
people were equally guilty of the crime. He said it was a 
sad commentary on our notions of public duty that men 
were to be found who professed to believe that the public 
good would be promoted by crime, but it was worse to 
think that there are men who were persuaded, or persuade 
themselves, that crime ceased to be crime when clothed 
with a mantle of pseudo-patriotism. The gospel of the 
present-day patriot seemed to be hate and his works murder. 
It was, he pointed out, the duty of every citizen to give all 
possible assistance to those whose duty it was to bring 
the miscreants to justice. The Government are naturally 
taking every step possible towards this end, but there is 
little hope of their success. The motor car, which un- 
doubtedly was used on this occasion, is a potent instrument 
in the hands of cowards who only strike when assured of 
immunity. Moreover, it is difficult to get information 
from a public who are partially terrorised and even still 
somewhat sceptical whether information is really wanted or 
not, and whether, if given, it will lead to conviction before 
a judge or jury. People cannot forget that no one has 
yet been convicted, or is likely to be convicted, for the 
murder of Mr. More O’Ferral, which took place more than 
a year ago.* 

Another terrible political murder took place at Dun- 
garvan on April 26, when a young man called John Egan 
was shot down at night in the public street by men who 
at once drove off in a motor car. He had been a member 
of the ILR.A. On April 30 the Government arrested 
thirty-one leaders of the I.R.A. in Cork City and County 
under the special powers given to them by the Constitution 

* See THE Rounp Taste, No. 99, June 1935, p. 552. 
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Amendment Act of 1931, under which they are entitled to 
arrest and detain on suspicion. 

These events have certainly added considerably to Mr. 
de Valera’s burthens at a time when he had been already 
stricken by the tragic death of one of his sons in a riding 
accident, and by his growing blindness, which has recently 
necessitated a serious operation in Switzerland and enforced 
test from work. The cataract from which he was suffering 
has been removed, but it will obviously be some time before 
he can resume his normal political life. 

The Bill to re-model the constitution is held up pending 
his return. It is believed that this measure will abolish 
the office of Governor General and set up a republic in 
all but name. It will certainly be the prelude to a general 
election. The Senate continues its precarious existence, 
and its execution, so frequently expected and now overdue, 
will also probably be reserved for Mr. de Valera’s personal 
pleasure. It may even be permitted to survive till the 
summer recess, but its doom is certain. 


IlI. SrratEGic PROBLEMS 


T is obvious that the modern developments of air powet 

taise serious problems that are bound to react on the 
future of the Irish Free State. These developments make 
it certain that if the southern shore of the English Channel, 
or even the Rhine, is occupied by a hostile Power, that 
sea-way will no longer be available as a safe approach to 
Great Britain, and moreover the three repair bases of the 
British fleet may become unsafe and untenable. The 
approach to Great Britain by sea would then perforce be 
possible only through the Irish Sea or by the Atlantic 
round the western coast of Ireland. Under such con- 
ditions the British fleet would, as experts have recently 
pointed out,* be probably based on Rosyth, Milford Haven, 


* See “ Defence and Sea Power,” by Admiral Sir Barry Domville, 
Observer, January 19, 1936. 
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and Bantry Bay. It therefore becomes vital to British 
security that British forces should be assured of access to 
Irish territory and harbours in the event of hostilities. 
The Treaty of 1921 provides that, until an arrangement has 
been made between the British and Irish Governments 
whereby the Irish Free State undertakes its own coastal 
defence, the defence by sea of Great Britain and Ireland 
shall be undertaken by imperial forces. It also provides 
that in time of war, or strained relations with a foreign 
Power, the Free State shall afford to those forces such 
harbour and other facilities as the British Government may 
require for the purposes of such defence. These pro- 
visions still stand, no arrangement having been made by 
the Free State to undertake its own coastal defence. British 
forces still occupy strategic fortified positions at Berehaven, 
Cork Harbour, and Lough Swilly, and the British may use 
these ports. But it is obvious that if our south-west ports, 
such as Bantry Bay or Cork Harbour, are to be used in 
time of war, more than this will be necessary; for those 
places would of necessity have to be surrounded by 
prohibited areas under military control. 

These problems raise difficult questions, which must be 
answered at once in the event of a European war, and which 
should, under existing circumstances, obviously be dis- 
cussed and agreed on in advance. It is clear that the Free 
State Government realise their existence and gravity. 
Mr. de Valera has recently stated * that the Free State was 
not arranging to put its territory at the disposition of any 
Power as a base for an air attack on England. But more 
than this assurance is needed. Great Britain in such a 
case would clearly require more than neutrality; for it is 
obvious that in order to safeguard the approaches to 
British naval bases in this country the assistance of the 
Free State army would be desirable and probably essential. 

The extreme republican element is alive to the situation, 

and Mr. Maurice Twomey, the Chief of Staff of the LR.A., 
* Paris-Soir, February 8, 1936. 
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speaking at Boyle, County Roscommon, on Easter Sunday, 
said that another great war was imminent and they must 
be ready to take advantage of it. They must fight, not with 
England, but against her. England would try to use 
Ireland as a war base. Under the Treaty she could claim 
to use Ireland to an unlimited extent, but Irishmen must 
never again be cannon-fodder for England’s battlefields, 
and the conscience of the country must be used against 
Irishmen joining the forces of the national enemy. Mr. 
Sean MacBride has also asserted recently that the Italian 
Government made it very plain to Mr. de Valera that in 
the event of war with Great Britain the Irish Free State 
would not be looked upon as neutral. It is therefore 
certain that the Free State Government will have to face 
the opposition of these extreme elements if it takes active 
steps in support of Great Britain in time of war. 

The rights of Great Britain under the Treaty are not 
ambiguous, but it is clear that their successful application 
must depend in large measure on the acquiescence and 
support of the Free State Government. To secure that 


support arrangements should be made in advance, and 
not at the eleventh hour. They will clearly be impossible 
without a complete reconciliation between the two Govern- 
ments, based on a recognition of the political unity of 
Ireland. 


IV. Postscript ON THE BUDGET 


R. MACENTEBR’S fifth budget, if not sensational, 

is certainly satisfactory. Apart from the inevitable 
new tariffs, ranging from typewriter ribbons to tennis balls, 
there is no increase in taxation. Revenue last year exceeded 
the estimate by 1,215,620, a result largely due to the 
increasing prosperity of our principal customer, Great 
Britain. Estimating expenditure for the coming year at 
£30,183,500, and revenue at £30,356,000, Mr. MacEntee 
expects to have a surplus of £352,500. With this in hand 


he has reduced the customs and excise duties on sugar by 
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one farthing a pound, abolished the levies on cattle and 
sheep, removed the import duties on newsprint and on 
certain kinds of imported glass and wool, increased the 
income tax allowance for children from {£50 to £60, and 
reduced the entertainment tax on the cheaper kind of 
cinema seats. It is only fair to point out that the removal 
of the tax on coal and the abolition of the cattle bounties, 
both of which took place before the budget, were also a 
substantial gain to the taxpayer. The most striking feature 
of the budget, however, is the setting up of an Unemploy- 
ment Fund of £1,675,000 without any increase of taxation. 
This fund, together with contributions from the local rates 
which will bring it up to £2,500,000, will be used to carry 
through a definite programme of public works for the 
relief of unemployment. Mr. MacEntee pointed out that 
the net amount of our national debt is only £27,867,000, 
which is considerably less than a single year’s revenue. We 
can therefore congratulate ourselves on having the smallest 
per capita debt in Europe. Under such circumstances, and 
with a rising revenue, no sensible citizen can object to 
proper provision for social services and unemployment. 


The Irish Free State, 





GREAT BRITAIN 


I. THE REORGANISATION OF DEFENCE 


OR months political interest has been concentrated on 

problems of foreign policy and defence. The anxieties 
of Parliament and the general public about the international 
situation and our own national security have cumulatively 
etown. The Italo-Abyssinian war opened men’s eyes, as 
no previous event had done, to the risks implied in a 
policy of collective security, as well as to the possibilities 
of attack upon our own direct interests. Then came the 
reoccupation of the Rhineland and the intense international 
crisis that followed, sharpening to a fine point the fears 
for our own position in relation to our European neigh- 
bouts, fears that had steadily penetrated the public 
conscience since Herr Hitler’s advent to power and the 
subsequent rapid rearmament of Germany. 

The debate in the House of Commons on February 14 
on a private member’s Bill to establish a single Ministry of 
Defence took place in an atmosphere of deep concern and 
anxiety among all parties. Sir Austen Chamberlain in 
particular created a stir that spread far beyond Parliament 
by a speech in which he referred to the “ very rude shocks ” 
that the House and the country had experienced in recent 
times, “for which they were wholly unprepared, which 
remained to-day in large part an unexplained mystery, 
and which make us anxious lest they should be repeated in 
circumstances more critical where they might be almost 
fatal”. He mentioned the occasion in November of 1934 
on which Mr. Baldwin had emphatically denied that Ger- 
many was rapidly approaching us in air armament; whereas 


six months later he had acknowledged himself completely 
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wrong, and himself and his advisers completely misled. 
Sir Austen recalled, too, how when the Hoare—Laval peace 
plan was first the subject of discussion in the House of 
Commons, the Prime Minister had said that were these 
troubles over and his lips unsealed he would make a case 
and guarantee that no man would go into the lobby against 
him; whereas a few days later he confessed that he had 
accepted the peace proposals in error. These things could 
not have happened, said Sir Austen, if the thinking machine 
of the Government were working properly and if their 
defence organisation were really efficient. 

The Government’s plans for correcting the alleged 
inadequacy of defence co-ordination have been dealt with 
at length in an earlier article in this issue of THE ROUND 
TABLE.* Although political opinion was not altogether 
satisfied, it had more than sufficient distraction in the 
broad problem of the increased armaments necessaty to 
ensure both the Empire’s own security and the mainten- 
ance of its proper influence on the side of world peace 
through the collective obligations to which it was com- 
mitted. The needs of the different services and branches 
of defence were widely and controversially canvassed, and 
figures began to be put about for the probable cost of the 
rearmament scheme, and guesses made at the method of 
its financing. A foretaste of the gigantic bill to be met 
had been given by the supplementary estimates added to 
the cost of the defence services in the course of the financial 
year. These totalled some £13 million, roughly £7 million 
of which was necessitated by special preparations on 
account of the Italo-Abyssinian war and the tension in the 
Mediterranean. The expansion of the air force had already 
been begun in 1935-36, with the objective of a first-line 
strength of 1,500 planes, and at a cost in that year of 
approximately {10 million, this being the difference between 
the total estimates for the year and the actual expenditure 
in 1934-35. For the whole rearmament programme a 

* See above, p. 461. 
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figure of £300 million was freely spoken of in well-informed 
circles. 

The Government’s statement on their defence policy 
was therefore eagerly awaited, but when it appeared it 
failed to satisfy the natural curiosity about the cost of the 
programme. The Defence White Paper * of March 3 
began by reiterating the principles of international policy 
that the defence scheme was intended to support. Those 
principles included “unswerving support of the League 
of Nations, the promotion of collective security, and 
repeated efforts and initiatives to promote better inter- 
national understanding, and to reach international agree- 
ment for the reduction and limitation of armaments”. In 
recent years successive Governments had deliberately taken 
the course of postponing defence expenditure that would 
certainly have been justified, and might indeed have been 
regatded as necessaty, in order to give the best possible 
opportunity for the development of a new international 
order in which such expenditure might be avoided. But 
conditions in the international field had deteriorated. 
Taking risks for peace had not removed the dangers of 
wat. The Government had no alternative to reviewing 
the country’s defences and to providing the necessary means 
both of safeguarding ourselves against aggression and of 


playing our part in the enforcement by common action of 
international obligations. 


Collective security can hardly be maintained unless every member 
of the League of Nations is prepared to make a contribution, 
adequate in relation to its resources, to the strength of the 
whole. We cannot excuse our own weakness by pointing to 
the strength of our neighbours. 


The White Paper went on to mention the outstanding 
facts about the increase of national armaments in other 
countries, and then to give particulars of the actual defence 
improvements that were planned. In order to render the 
navy “capable in all circumstances ” of assuring to this 


* Cmd. 5107. 
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country the supplies of sea-borne food and raw materials 
on which its existence depended, and of maintaining free 
passage between the different parts of the Empire of troops 
and supplies of all kinds, new construction would have to 
be accelerated and deficiencies in ammunition and stores 
made good. After the expiry of the London naval treaty 
on December 31, 1936, two new capital ships would be 
laid down, and meanwhile the modernisation of certain 
existing battleships would be continued. In cruisers the 
aim was to increase the total number to 70, of which 60 
would be under-age and 10 ovet-age. (Seventy is the long- 
standing cruiser-standard of the Admiralty, which it was 
induced to relinquish, under safeguards, at the London 
naval conference of 1930.) Five cruisers would be included 
in the 1936 programme. A steady replacement programme 
for destroyers and submarines was contemplated, and a 
new aircraft carrier would be laid down.* The fleet air 
arm, which was considerably weaker than it should be by 
comparison with other navies,t would be substantially 
expanded. 

The army, said the White Paper, has three main func- 
tions to perform : 
to maintain garrisons overseas in various parts of the Empire, 
to provide the military share in home defence, including anti- 
aircraft defence, coast defence and internal security, and, lastly, 
in time of emergency or war to provide a properly equipped 
force ready to proceed overseas wherever it may be wanted. 
Compared with 1914 the army had been reduced by ar 
battalions of infantry, and it was now proposed to raise 
four new battalions. It was also urgently necessary to 


equip the army with the most modern armament and 


* See THE Rounp Taste, No. 1o1, December 1935, p. 53, for 
tables comparing the actual strength of the navy with the navies of 
other Powers. See also above, p. 518, for an article on the new 
limitation treaty. 

+ In the House of Commons on May 4 Mr. Winston Churchill 
affirmed that whereas the United States had about 560 aircraft with 
her fleet, and Japan about 800, even with the extra machines under 
the programme of 1935 the aircraft of the Royal Navy would not 
exceed 217. (See also the Manchester Guardian, Match 30, 1936.) 


591 





GREAT BRITAIN 


material. The modernisation of coast defence and defended 
ports at home and abroad would be accelerated, and the 
reorganisation of anti-aircraft defence in the south-east of 
England that had already been authorised would be ex- 
tended to cover the important industrial districts in the 
centre and north of the country. 

The primary function of the Royal Air Force was 
to provide an effective deterrent to any attack upon the vital 
interests of this country whether situated at home or overseas. 
The 1935 programme for the expansion of the Royal Air 
Force had been designed to bring up the strength of the 
force at home to a first-line total of 1,500 aircraft. In the 
light of experience the details of this programme were 
being revised, and the objective was being raised to 1,750 
aircraft, exclusive of the fleet air arm. The problem of 
co-ordination of air defence was occupying the constant 
attention of the Committee of Imperial Defence. The air 
force also had responsibilities in the general scheme of 
imperial defence. Air units must be located at convenient 
places on the strategic air routes, for which purpose the 
Government proposed an increase of approximately 12 
squadrons. Four new auxiliary squadrons would form a 
nucleus for co-operation with the Territorial Army, and 
the five regular army co-operation squadrons would be 
raised to seven. The provision of adequate reserves in 
both men and material for the air force was an essential 
need. Meanwhile the Air-raid Precautions Department of 
the Home Office, in consultation with local authorities, 
had been at work on plans for the protection of the civilian 
population that were now approaching the stage when they 
could be put into operation. The White Paper emphasised 
that the plans for all three services must be regarded as 
flexible and subject to variation in detail from time to time. 

The White Paper then recalled the Government’s policy 
with regard to co-ordination of defence, and noted that 
one of its purposes was “to ensure the fullest and most 
effective use of the industrial capacity and the man power 
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available for production of material in the country”. 
The rearmament programme would make specially heavy 
demands upon certain branches of industry and upon cet- 
tain classes of skilled labour. If that was to be done with- 
out impeding the course of normal trade, there must be 
the most careful organisation and the willing co-operation 
both of the leaders of industry and of the trade unions. 
The policy of accumulating large reserves of munitions 
and equipment was rejected, not only on account of the 
cost, but also on account of the rapid obsolescence of 
modern weapons and methods of warfare. The preferable 
plan was so to organise industry that it could rapidly 
change over at the vital points from commercial to war 
production should the necessity arise. Not only would it 
be necessary to extend or duplicate existing government 
factories (both vulnerability of situation and the needs of 
the Special Areas receiving consideration), and to obtain 
the expansion of the plant of normal government con- 
tractors, but the field of supply for defence purposes would 
also have to be extended to other firms not normally 
engaged in armament work; steps were already being 
taken to enlarge the field of production for the air force 
by placing orders with firms that did not ordinarily manu- 
facture either for the force or for civil aviation. Further- 
more, the Government had decided to create a reserve 
source of supply, which would be available in case of 
emergency. A number of firms would be selected that 
did not normally make warlike stores but that were suitable 
both by their experience and by their possession of a skilled 
staff of engineers and workmen. Arrangements would 
then be made with these firms for the laying down of the 
necessary plant and machinery for a given output of 
selected articles, and sufficient orders in peace-time would 
be guaranteed to allow for the requisite training in the 
work of production.* 


* It has been announced that two large motor firms have agreed 
to act on these lines. 
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It followed from the flexibility of the programme, and 
from the uncertainty as to the rate of progress possible, 
that any attempt to estimate the total cost of the pro- 
posals would be premature at that stage. The original 
estimates for 1936-37 would have to be supplemented by 
provision for the further defence measures described in 
the White Paper; and those for the following years must 
necessarily be larger. In the absence of any scheme of 
general disarmament, the annual cost of maintenance of 
the reorganised services must remain on a substantially 
higher level than at present. 

This programme received a general measure of cordial 
assent among supporters of the Government, though there 
were critics on the score of inadequate co-ordination as 
well as on technical points like the vulnerability of battle- 
ships from the air—a question that has gravely agitated 
many minds, in view of the immense cost of these giant 
ships and of the claims put forward for modern air power. 
On the Opposition side, the Liberals gave their general 
endorsement to the programme, while pressing for a 
clearer and more whole-hearted policy of support for the 
League of Nations as the underlying basis of defence 
policy. The Labour party pressed the same criticism to 
the point of opposing the defence programme as a whole, 
on the ground of the alleged equivocation and half-hearted- 
ness of the Government in paying service to the principles 
of collective security. They argued that although the 
White Paper ostensibly—even ostentatiously—paid respect 
to those principles, its substantive terms indicated that in 
practice the Government took a narrower view of the 
functions of the defence forces. Labour does not find it 
easy to make up its mind on defence questions. There is, 
of coutse, a pacifist minority in the Labour party, but it is 
relatively weak in the trade unions, and it seems likely 
that the latter as a group will afford practical co-operation 
with the Government in carrying out the programme. 
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Ul. THe BupGer 


HE budget—the fifth presented by Mr. Neville Cham- 

berlain—gave some further indication of the cost of 
the improvement in our defences. The Chancellor’s future 
plans could be founded firmly upon a satisfactory fiscal 
position ; for in spite of an increase of £13 million in the 
defence votes by supplementary estimates he had achieved 
in 1935-36 a surplus of nearly £3 million, in addition to 
the sum of {124 million paid to sinking fund under the 
system of a fixed charge for interest, management, and 
repayment of the national debt. The total surplus on 
current account thus approached {154 million. An 
economy of £7:8 million was achieved on departmental 
votes, other than the defence services and the self-balancing 
account of the Post Office, while revenue was up by £184 
million compared with the budget estimates, and by £365 
million compared with receipts in 1934-35. ‘The chief 
contributors to this advance of revenue were customs, 
income tax, and estate duties. 

The prospects for 1936-37, however, were darkened by 
the need to increase by many millions the expenditure on 
our defence forces. ‘The total preliminary estimates for 
the navy, the army, and the air force were {21-2 million 
higher than the expenditure in 1935-36, and £44:2 million 
higher than the expenditure in 1934-35. Moreover, Mr. 
Chamberlain thought it wise to budget for a further {20 
million of supplementary estimates for the defence forces, 
which he thought it probable would be required in the 
course of the financial year. The Chancellor dealt at some 
length in his budget speech with the principles that ought 
to guide the financing of the future cost of the defence 
ptogramme. The need for the enormous increase in the 
defence expenditure arose out of two causes : 

First, a gap, a legacy left from the past, which the past in its 


time was either unwilling or unable to bear; and, secondly, the 
development of a new policy, the benefits of which we hope 
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will inure to posterity but the initial cost of which has to be 
met at once. 

Both of these circumstances were exceptional, and both, 
in his judgment, were such as to make it inequitable that 
the whole cost of the programme should fall upon the 
revenue that had to be extracted from the people in the 
course of a single five-year period. On the other hand, it 
was neither just nor in accordance with sound principles 
of finance that the whole burden should be pushed upon 
the shoulders of future generations. He warned the House 
that unless it were possible to come to some agreement 
upon a general scheme of disarmament the cost of defence 
was going to rise swiftly during the next few years to a 
peak, and although thereafter it would descend it would 
not descend to the old level. The annual cost of the 
maintenance of the reorganised forces, as the White Paper 
had said, would in all likelihood substantially exceed the 
£158 million provided for in the original estimates for this 
year. Clearly in each year the rising cost of maintenance 
must be found out of revenue. How much more must 
be found out of revenue in any particular year he was not 
now prepared to assess, but it would be well to bear in 
mind that to raise taxation to a level that would seriously 
cripple the industries of the country would be to do a 
very ill service to posterity. In future years, therefore, a 
part of the emergency expenditure might properly be met 
out of loans. 

Meanwhile he had the task of balancing his budget in 
the face of an increase of very nearly £64 million in total 
expenditure as compared with the original estimates for 
1935-36. On the present basis of taxation he would be 
left with a prospective deficit of {21-3 million. He pro- 
posed to bring in legislation to close certain methods of 
evasion of income tax or surtax, notably the practice of 
forming one-man companies and the colourable education 
trusts whereby parents diminished their liability to tax by 
assigning income to their children. Compensation to 
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parents as a group was provided by the increase of the 
statutory allowance for children from £50 to £60 per 
child and for married persons from {£170 to £180. There 
would be a surtax of £1 a barrel on beer imported from 
non-Empite countries. The “key industries” duties, 
which were due to expite, would be renewed with certain 
additions and modifications. ‘The Road Fund would once 
again be “raided” to the tune of £5} million. That 
reduced to £15 million the amount to be found by new 
taxation. As the restoration and financing of defence was 
in the interests of all, said the Chancellor, it was only right 
and fair that all should contribute towards it. An increase 
of 3d in the £ in the standard rate of income tax, from 
4s. 6d to 4s. 9d, would give an extra £12 million, and an 
extra duty of 2d a pound on tea would bring in £34 million. 
On the final balance sheet, the revenue was estimated at 
£798,381,000 and the expenditure at £797,897,000, leaving 
a prospective surplus of £484,000. 

The rise in the income tax, which had been—trather 
surprisingly in retrospect—quite unexpected in political 
citcles, was received with gloomy resignation. The criti- 
cism of the Opposition was concentrated upon the extra 
tax of 2d a pound on tea, which was represented as a 
heartless imposition upon the poor widow and the unem- 
ployed family, compelling them go short of some other 
necessity of life. The Chancellor, however, was surely 
tight in insisting that every household should feel the 
burden of increased armaments; and the Labour party, 
who object to so great an expenditure upon our defences, 
should be the first to welcome any means of bringing 
home the cost to the mass of the electorate. The imme- 
diate effect of the budget in the City was a certain depres- 
sion of government securities, but they soon revived when 
investors realised that their surest safeguard was the main- 
tenance of strict principles of public finance. Industrial 
securities generally have been strong in view of the prospect 
of largely increased armament orders, but Mr. Chamberlain 


597 





GREAT BRITAIN 


correctly pointed out that the effect of rearmament as a 
stimulus to industry must depend on the extent to which 
it absorbed new money, and did not merely mean a transfer 
of purchases from one group of goods to another. 

Supplementary estimates for the navy and air force have 
already absorbed the whole of the £20 million set aside 
for this purpose, and there is no immediate prospect of 
curtailing the special expenditure necessitated by the tension 
in the Mediterranean. Last year, budgetary stability was 
saved by economies on the civil votes and by the buoyancy 
of revenue beyond the Chancellor’s expectations. It seems 
likely that if there is to be a balance at the end of the 
current financial year we shall have to rely on the same 
factors. ‘There is a common feeling that, as in previous 
yeats, the Chancellor has deliberately been cautious in his 
estimates of the prospective revenue. Yet the final out- 
look is generally depressing. ‘There has been talk of a 
rise of annual defence expenditure “swiftly to a peak,” 
some £120 million higher than the budget estimates of 
1935-36, which are nowadays regarded as the datum line, 
and of a total cost of £450 to £460 million, on the same 
basis, for five years of rearmament. It is thought possible 
that income tax will be up to 5s. in the £ again either next 
year or the year after, though beyond that measure it is 
generally felt that the Government must find the cost out 
of a short-term loan. Our only comfort is that with rising 
prosperity, falling unemployment and a high national 
standard of living we are in a far better position to stand 
the strain of a higher scale of armaments than those coun- 
tries whose militaristic preparations have stirred us to take 
answering precautions. 





CANADA 


I. CANADA AND Worztp AFFAIRS 


N the last number of: THE Rounp Taste * an analysis was 

made of the Canadian attitude—or rather attitudes— 
toward the crisis in Europe caused by the Italo-Ethiopian 
wat. The German tremilitarisation of the Rhineland 
having taken place in the interval, it may naturally be asked 
how Canadians have regarded the new crisis. Canada, of 
course, is not a party to the Locarno pacts, but, barring 
the doctrinaire isolationists, this did not blind thinking 
Canadians to the fact that the German action might well 
have results that would vitally affect the Dominion, and the 
course of events has been followed with intense interest. 

The vigorous denunciation by Great Britain, together with 
the other Locarno Powers, of the cynical breach of treaty 
engagements, and at the same time the disinclination of 
British public opinion to countenance military action to 
drive German troops off German soil, were readily under- 
stood and approved; and above all the British policy of 
bringing Germany back into the League was accepted, at 
least by thoughtful people, as offering a real hope of 
bringing good out of evil, and of putting the collective 
system on its feet at the very moment when it appeared to 
have received a “ knock-out” blow. For the very large 
numbers of Canadians who had come last autumn to hope 
that the collective system really could be made to work 
were not prepared to admit that Germany’s action had 
given the League its coup de grace, by making impossible the 
effective enforcement of sanctions against Italy. Rather 
their view was that the new German crisis was the direct 
result of the failure to give the collective system a fair trial— 

* See THE Rounp TaBLE, No. 102, March 1936, p. 376. 
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the result, in other words, of a partial resort to the old 
alliance system. France, lacking faith in the League, had paid 
for Italian support against Germany by promising Italy that 
her Ethiopian adventure would meet with no more French 
opposition than was necessary (to save appearances), and 
Germany tore up the Locarno Pact. That is how the case 
looks from this side of the Atlantic. In other words, as 
Mr. Chesterton said of Christianity, the collective system 
has not been tried and found wanting—it has been found 
difficult and not tried. If Great Britain continues her 
present policy of “ trying ” it, it is safe to say that a larger 
and larger number of Canadians will feel that the only 
possible course for Canada is to follow her lead. 

Some account should now be given of the official attitude 
of the Government, so far as it has been made clear. Early 
in the present session the leader of the Co-operative 
Commonwealth Federation party explicitly asked whether 
any commitments had been made with regard to imperial 
defence. While a negative answer was then given, the 
question was revived after the re-occupation of the Rhine- 
land, and after the Colonial Secretary had made a somewhat 
ambiguous speech which involved imperial defence. Again 
the Prime Minister stated that there were no such commit- 
ments, and went on: 


I wish to say that so far as the Government of Canada is con- 
cerned, as a member of the League we are responsible and take 
responsibility for only those steps which we have taken by our- 
selves and on our own behalf. What we have done we have done 
on our own, as a member of the League. .. . 

I should add that we have made clear at various conferences 
that any action in the nature of military obligations of any sort 
would be entered into by the Government of the day only after 
such had been recommended to Parliament by the Government 
and approved by Parliament itseif. 


It only remains to be said that the question of increasing 
Canada’s defence forces has not been officially raised. 
Discussions of foreign affairs in the House of Commons 
have always been few and far between, and even the 
critical events of the last few months have not affected this 
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tule. Early in March a desultory debate took place on a 
motion urging fulfilment of our obligations to the League, 
but neither the Government nor the official (Conservative) 
Opposition took any serious part in it. On March 23, 
that is, after the Rhineland episode, the leader of the 
Opposition (Mr..R. B. Bennett) asked for a statement on 
the European situation. In reply the Prime Minister (Mr. 
Mackenzie King) quoted as a precedent Mr. Eden’s request 
that the Government should not be pressed for information 
in the course of negotiations. To this Mr. Bennett agreed, 
but Mr. Woodsworth (C.C.F.) was less satisfied. 


. . . The Prime Minister (he said) has not indicated in any 
way whatever what the attitude of this Government is under the 
circumstances. It is quite true that we are not a party to the 
Locarno treaty, but we are a member of the League of Nations, 
and, as I understand it, the recent action of Germany is an 
infringement of the Covenant. What is the attitude of Canada, 
or have we expressed an attitude either to Great Britain or to the 
League with regard to what we consider that action of Germany 
might involve? It seems to me that we cannot go on indefinitely 
without having some indication from the Government as to what 
the attitude of Canada is. 


The Prime Minister’s reply is so characteristic as to be 
worth quoting in full. 


May I say to my hon. friend that, in a word, the attitude of the 
Government is to do nothing itself and if possible to prevent 
anything occurring which will precipitate one additional factor 
into the all-important discussions which are now taking place in 
Europe. I helleve that Canada’s first duty to the League and to 
the British Empire, with respect to all the great issues that come 
up, is, if ete, to keep this country united. I believe that can 
be more effectively accomplished at this stage if we wait until we 
are a little more fully informed than we are at the moment, with 
respect to all the considerations of which we should have know- 
ledge before attempting to pronounce too definitely upon the 
position which we are taking or shall take with regard to European 
affairs. 


The brief periods given to debates on foreign affairs 
suggest a surprising lack of interest on the part of the House 
as such, while the guarded language of the Prime Minister 
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would at first indicate a complete absence of foreign policy. 
The latter deduction, however, is not altogether justified. 
The Canadian position is a curious one. On the one hand 
the Dominion has many advantages, arising out of her 
remoteness from the problems of the Far East and Europe, 
and her favourable relations with the British Empire and 
the United States. On the other hand, however, there 
must always be a reluctance to lose the benefit of this 
double protection by a commitment to the policy of either 
great Power. Furthermore, the divisions of opinion in 
Canada in regard to foreign policy are not party divisions 
but for the most part sectional ones. “To keep this 
country united”, therefore, on any major issue of foreign 
policy can never be easy. 

In view of the attraction of Canada to two poles, Great 
Britain and the United States, and in view of the sharp 
divergences of local opinion, it has apparently been thought 
wise as far as possible to avoid making foreign policy a 
political issue. The disadvantage of such a course would 
seem to be that a failure to discuss foreign affairs in Parlia- 
ment means that no preparation is being made with a view 
to the time when the Dominion may be faced with the 
necessity of taking an important decision. And since it is 
generally agreed that Parliament would have to make such 
a decision, there may be reason to fear that it would be based 
on inadequate study of the continuous development of 
international relations. 

For the moment, however, it seems clear that Parliament 
will leave the Government free to conduct foreign policy, 
restricted by a rule that no commitment may be entered 
into, nor any steps taken that might lead to a commitment. 


II. PotrricAL AFFAIRS 


HE first session of the eighteenth Parliament of Canada 

opened on February 6, with the balance of power in 

the House of Commons heavily overweighted in favour of 
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the Liberals. Since the Liberal-Progressives and Indepen- 
dent Liberals have consistently supported the King Minis- 
try, the latter have been able to command 179 votes against 
a total strength of 66 mustered by the combined Opposition 
groups, of which the Conservatives provide 39. The 
Ministerialists have also had superiority in debating power, 
and as a result they have encountered little difficulty in 
getting through their legislative programme. For the 
Conservatives, for whom the last election produced no 
recruits of outstanding ability, Mr. Bennett has borne the 
main brunt of the parliamentary battle; he invariably shines 
as a critic, whose comprehensive knowledge of the basic 
problems of Canada makes him exceedingly formidable. 
His industry and zeal in this réle are demonstrated by the 
fact that up to the Easter vacation, which began on April 8, 
he had himself been responsible for more than 40 per cent. 
of the contents of Hansard for the session. 

The Social Crediters, who with 17 members are the 
second strongest of the Opposition groups, are all par- 
liamentary novices, engaged in finding their feet in a new 
arena. They have been exceedingly industrious in their 
attendance and have lost no opportunity of expounding 
the merits—in somewhat nebulous fashion—of their pet 
panacea for the Dominion’s economic troubles; but their 
contributions to debates on other than financial issues have 
not been noteworthy and their ranks at Ottawa obviously 
contain no politician of the same Messianic gifts as Mr. 
Aberhart, the Premier of Alberta. The Co-operative 
Commonwealth Federation, bereft of their Alberta con- 
tingent of experienced parliamentarians, are 8 strong, a 
feeble band numerically; but every one of them is a 
reasonably competent speaker, and in consequence they 
have been able to play an effective part in debates out of 
all proportion to their numbers. Moreover, one of their 
recruits, Mr. M. J. Coldwell of Saskatchewan, a school- 
master of Devonian birth, has in his first session estab- 
lished his reputation as one of the best speakers in the 
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Commons and is the most promising politician that the 
parties of the Left have sent to Ottawa for many years. 
Mr. Stevens, the Conservative ex-Minister who is the 
solitary representative of the Reconstruction party, has 
ploughed a lonely furrow, but he is one of the ablest 
debaters in the Commons, and his speeches, which have 
been sedulously impartial in tone, have been uniformly 
good. 

The Senate, which has had lengthy adjournments for 
lack of work, is controlled by the Conservatives by a 
majority of nearly two to one; but Senator Meighen, their 
leader, who is a very experienced political tactician, has 
announced that while they will not spare justifiable criti- 
cism they will offer no obstacles to legislation for which the 
Liberals sought and obtained a clear mandate at the last 
election. He will choose his ground very carefully before 
he challenges the Commons on any important issue. 

The first two months of the session were mainly occupied 
with two questions, the trade agreement with the United 
States, and the problem of unemployment. Nearly a 
month was consumed in the discussion of the trade agree- 
ment, and although towards its close certain Conservatives 
raised the hoary “loyalty” cry, prophesying that the 
treaty would pave the way for economic domination of 
Canada by the United States, the arguments ran mainly 
upon economic lines. The Liberals held that the treaty 
would bring great advantages to both the producers and 
the consumers of Canada; that, while opening wider 
markets for exports, it would tend to lower the cost of 
living and increase real wages in Canada; and that it 
would deal a body blow at the spirit of economic national- 
ism, which was the curse of the modern world. They 
made light of such objections as the time limit of three 
years, predicting that once the practical benefits of the 
treaty were revealed its indefinite prolongation and even 
the enlargement of its scope would be assured. And they 
contended that since the Conservatives had been ready to 
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deal with the United States on similar lines they were 
estopped from criticising the agreement actually reached. 

The Conservatives’ answer to this allegation was to seek 
to prove that the King Government had only consummated 
the agreement by sacrificing vital Canadian interests which 
they themselves preferred to safeguard. They denounced 
the pact as a dangerous bargain for Canada, which left a 
large part of her export trade at the mercy of the vicissitudes 
of American politics; and they claimed that its evil fruits 
were already visible in the shape of diminished employment 
in certain industries as the result of increased American com- 
petition. They drove home with some success the point 
that the general concession of the intermediate tariff to the 
United States had left various Canadian industries with 
very inadequate protection; as the affected interests have 
been bombarding Ottawa with their complaints, which are 
supported by numerous Liberal members, the Government 
will probably have to take due cognisance of this grievance. 
The independent groups of the Left endorsed the pact 
unenthusiastically, expressing the view that it would do 
little to cure the basic economic troubles of Canada, but they 
helped the Government to pass the agreement in the 
Commons by the huge majority of 175 to 39. The Con- 
servative majority in the Senate did not divide against it. 
Much fiercer criticism was directed by the Conservatives 
against the terms of the settlement of the trade war with 
Japan, which they contended were a humiliating surrender 
to Japanese demands. 

The Government brought down three measures designed 
to deal with the unemployment situation. One of these 
provided for the establishment of a National Employment 
Commission of seven members, which is to be charged 
with the dual duty of supervising the administration of 
such funds as the Federal Treasury contributes to relief, 
and of evolving schemes for the provision of work for the 
unemployed. The chairman of this Commission will be 
Mr. Arthur B. Purvis of Montreal, the president of Cana- 
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dian Industries Ltd., a large corporation engaged in the 
manufacture of chemicals and explosives, who has acquired 
great prestige as an able and enlightened business leader. 
In spite of criticism from the Left on the ground that such 
a representative of “‘ big business ” could have no funda- 
mental understanding of the hardships of the unemployed 
or sympathy with the viewpoint of labour, his appointment 
has been widely commended by the press and the business 
community. The Commission need not be envied its 
task; for the Minister of Labour admitted that at the end 
of February there were still 1,237,775 Canadians on direct 
relief, and when the people engaged on special public 
works or coming under land-settlement schemes were 
included the total number in receipt of some form of state 
assistance was still 1,314,082, a figure about which the best 
that could be said was that it was roughly 120,000 less than 
the total on the corresponding date of 1935. 

In the fiscal year 1935-36 the expenditures of the Federal 
Treasury for unemployment relief totalled roughly $75 
million, and the King Ministry was ambitious to effect a 
substantial curtailment of this vote for the year 1936-37. 
So it announced that in view of the fact that the expense 
of maintaining the unemployed decreased as soon as winter 
departed, it would reduce its direct grants for relief to the 
provinces by 15 per cent. This decision evoked vigorous 
protests from both provincial and municipal authorities, 
who contended that they could not assume any heavier 
financial burdens for unemployment, and that if the cut 
were passed on to the unemployed, through a reduction of 
their somewhat meagre allowances, serious trouble would 
be courted. In the end the Government decided to enlarge 
its programme of special public works for the relief of 
unemployment. In addition to the $26 million which 
will be disbursed in grants-in-aid to the provinces, it pro- 
poses to spend nearly $60 million on a variety of projects 
distributed all over the Dominion. It has also agreed 
to give financial help to the two railways for special 
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maintenance and reconstruction work, in which it is hoped 
that the inmates of the relief camps for single unemployed 
men, due to be closed by the end of July, will find employ- 
ment at least for a year. But the debates on the unem- 
ployment situation revealed that Ministers had evolved no 
specific new remedy for it and are mainly counting upon a 
revival of foreign trade to stimulate the basic natural 
industries and provide more work. 

The Conservatives were not slow to remind them of 
their brave promises during the election that under a 
Liberal régime unemployment would soon vanish as the 
result of the bold and effective treatment that would be 
applied to the problem, and Mr. Stevens warned them that 
under present world conditions there were distinct limita- 
tions to the possibilities of an enlargement of foreign trade. 
The C.C.F. and Social Credit groups expressed frank dis- 
appointment with the inadequacy of the relief measures, 
arguing that unemployment could be solved only by the 
adoption of their respective programmes. There were also 
murmurings of dissatisfaction from some radical Liberals. 
Indeed, the severest critic of the Ministry on this count 
was a Liberal, Mayor McGeer of Vancouver, long a stormy 
petrel of British Columbian politics, who accused Ministers 
of labouring under the same delusion as their predecessors, 
namely, that a remedy could be found for unemployment 
without a drastic reform of the present monetary system, 
and who advocated an adventurous policy of currency 
inflation. 

The Government has also introduced a Bill designed to 
change the system of control and management for the 
Canadian railway system. It proposes to substitute for 
the present board of three trustees, which was a creation 
of Mr. Bennett’s Ministry, a directorate of seven, such as 
had functioned under earlier Liberal Administrations. In 
introducing the Bill Mr. Howe, the Minister of Trans- 
portation, severely criticised the board of trustees on the 
ground that none of them had any familiarity with rail- 
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way problems and that they had made no progress 
toward rescuing the railway from its embarrassments. He 
announced that the chairman of the new directorate would 
be a practical railway man, Mr. S. J. Hungerford, who had 
for many years been one of the chief executives of the 
system. Mr. Howe’s criticism naturally aroused the wrath 
of Mr. Bennett, who claimed that, if the King Ministry 
wete allowed to appoint a board composed of their own 
creatures, the door would be opened for a fresh bedevil- 
ment of the railway by political interference. Since this 
view is widely held in the Conservative party there is 
more than a possibility that the Conservative majority in 
the Senate may reject this railway legislation, and a sharp 
controversy between the two Houses would then develop. 

The problem of provincial debts and finances, with 
which is bound up the wider problem of constitutional 
reform, has been a constant source of worry to the King 
Government. Early in its career it made up its mind that 
it could not continue indefinitely the generous policy 
followed by its predecessors in handing out at intervals 
generous loans to financially embarrassed provinces, with- 
out securing some safeguards against further extravagance 
and financial mismanagement by the borrowers. As the 
result of a Dominion-provincial conference held at Ottawa 
last December and subsequent meetings of a national 
financial committee appointed by this conference, there 
was concocted a scheme under which loan councils would 
be established for each province, together with a National 
Loan Council, as a prelude to a comprehensive refunding 
of provincial debts at lower rates of interest with the help 
of a guarantee by the Federal Government. 

On its initial production the scheme, which has many 
merits, seemed to have a reasonable chance of general 
acceptance, but a study of its implications caused strong 
opposition to emerge from different quarters. Various 
provincial politicians protested that if the provincial 
Administrations surrendered control of their borrowing 
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operations to loan councils, which would be dominated by 
the Federal Government and the Bank of Canada, they 
would be rendered incapable of formulating policies for 
vital matters that come within their jurisdiction under the 
constitution. The issue came to a head at the end of March, 
when the Social Credit Ministry in Alberta sought help 
from the Federal Government in meeting a bond issue of 
$3,200,000 maturing on April 1, for which purpose its 
own funds were hopelessly inadequate. Mr. Dunning, 
the Federal Minister of Finance, with the approval of the 
Cabinet, insisted that as a condition precedent to any 
further help the Alberta Government must agree to con- 
form to the loan council scheme. After due deliberation 
Mr. Aberhart announced that he could not accept the 
Federal Government’s conditions, and Alberta proceeded to 
achieve the distinction of being the first Canadian province 
to default upon its financial obligations. Mr. Dunning, 
however, had made it clear that his imposition of stern 
conditions was not dictated by any desire to frustrate the 
experiment in Social Credit, and he laid down the same 
conditions to Mr. Pattullo, the Liberal Premier of British 
Columbia, when he made a request for similar help towards 
the end of April. 

The rejection of the loan council scheme by Alberta 
makes it politically difficult for any other provincial 
administration to accept it, lest it be accused by its op- 
ponents of bartering away provincial rights. The British 
Columbian Ministry has somehow or other managed to 
find money to meet its immediate obligations, and has so 
far not accepted the loan council scheme. At present 
there are on the order paper of the House of Commons 
resolutions aiming at amendments to the British North 
America Act that would clothe the Federal Government 
with authority to render financial help to the provinces by 
its guarantee, to erect safeguards for the protection of its 
Treasury, and to make adjustments of taxation arrange- 
ments with the provinces. But in view of the fact that 
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the western provinces, which need financial help, are for 
the most part averse to waiving any of their rights, while 
the eastern provinces, which do not need help at present, 
ate frankly indifferent to the project, the effort to secure 
the contemplated constitutional amendments may not be 
pressed further. 

Moteover, the Ministry’s wider scheme for a compte- 
hensive reform of the constitution, designed to remove 
some atchaic features, such as the retention of control over 
it by the British Parliament, and to bring it into conformity 
with modern conditions, is now making heavy weather, 
after a brave start. A committee of legal experts had 
been set to work to draft a tentative plan of procedure for 
constitutional reform, but in the course of its deliberations 
sharp differences of opinion arose. It was peculiarly 
unfortunate and quite unexpected that after M. Taschereau, 
the Premier of Quebec, who had previously been a “ die- 
hard ” opponent of constitutional changes, had announced 
that he was prepared to support them, having become 
convinced that minorities like the French-Canadians and 
the Catholics would be assured of fair treatment under any 
new dispensation, an obdurate and unreasoning stand 
against any tampering with the B.N.A. Act should have 
been taken by the delegates of New Brunswick, who 
maintained that a sinister scheme was afoot to wipe out 
the cherished provincial autonomy of New Brunswick and 
reduce its legislature—a body with sovereign rights dating 
from 1784, when it first became a separate colony—to the 
contemptible status of a municipal council. The attitude 
of the New Brunswickers, who are Liberals, infected the 
Liberal Administration of adjacent Nova Scotia with the 
fear that its endorsement of constitutional reform would 
place a powerful weapon in the hands of the Opposition, 
and so in turn it began to manifest lukewarmness towards 
the project. 

As a consequence, no further progress towards its 
achievement, which all intelligent Canadians agree to be 
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highly desirable, seems possible for the time being. Mean- 
while the Supreme Court, which was charged with pro- 
nouncing upon the constitutional validity of half a dozen 
measures of social and industrial reform passed by the last 
Ministry, and which two months ago heard lengthy argu- 
ments by eminent counsel on the subject, has not delivered 
its judgments. If it condemns the challenged legislation, 
of which a substantial part is in operation, great confusion 
will follow and the issue of constitutional reform will 
become more pressing than ever. 

The greater part of the sessional programme is now 
before Parliament, but there may be some important 
additions arising out of the reports of a series of par- 
liamentary committees and Royal Commissions which are 
investigating such diversified problems as the operations 
of the textile industry, the working of the Canadian Radio 
Commission, the problem of grain marketing and the 
penitentiary system. There may be some controversy 
about a Bill under which the Government proposes to 
acquire for itself control of the Bank of Canada by issuing 
new stock; the radical elements in the Commons think 
it does not promise effective state control and the 
Conservatives think it will expose the bank to political 
interference. 

The budget is due to be submitted on May 1, and since 
the national aggregate deficit will be about $140 million 
it will prescribe some increases of taxation. There will 
also be certain changes in the tariff designed to improve 
the position of British exporters in the Canadian market, 
but they will be limited in range as Ministers want to 
reserve their bargaining power until later in the year when 
a delegation of the Cabinet proceeds to London to discuss 
with British Ministers a broad revision of the Anglo- 
Canadian fiscal agreement. Mr. Mackenzie King’s Minis- 
try, if somewhat lacking in imagination and adventurous- 
ness, has shown commendable vigour and efficiency in 
administration, but the days of its political honeymoon ate 
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over, and while troubles are emerging for the Liberal 
party in various provincial fields, disillusionment is spread- 
ing about its capacity to solve the fundamental problems 
of the Dominion. 


Ill. WHEAT UNDER THE TRADE AGREEMENT 


NE of the concessions granted by the United States 
under the trade agreement of 1935 between herself 

and Canada concerns low-grade wheat. The United States 
tariff of 1930 provides for an import duty of 42 cents per 
bushel on milling wheat. In view of the difficulties that 
the United States has encountered in recent years in disposing 
of its own wheat surplus and the measures it has taken to 
reduce wheat acreage, it could scarcely be expected to 
lower its tariff on wheat of millable quality to admit 
additional supplies from Canada. The rate of 42 cents per 
bushel on wheat was originally established by President 
Coolidge in 1924 upon the recommendation of the United 
States Tariff Commission, which conducted an elaborate 
investigation into the comparative costs of growing and 
marketing wheat in western Canada and in the United States. 
The United States tariff of 1930 also provides that wheat 
unfit for human consumption shall be admitted under a 
duty of 10 per cent. ad valorem. Until the late autumn of 
1934 this paragraph was strictly construed, so that practic- 
ally no low-grade wheat from Canada could enter the United 
States. In 1934 the extremely severe drought in the United 
States reduced cereal production there to a point where it 
verged upon a national calamity. The corn crop was 
estimated at approximately 1,500 million bushels, compared 
with 2,334 million bushels in 1933, other feed grains 
suffering similarly. Under these circumstances it became 
apparent that imports of feeding stuffs into the United 
States would be necessary to maintain live-stock. It was 
represented to the United States Government that under 
a more liberal interpretation of the terms ‘‘ wheat unfit for 
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human consumption ” supplies of low-grade wheat, which 
it would not be commercially practicable to mill for flour, 
could secure entry into the country from Canada. In 
anticipation of such a ruling of the Treasury Department 
some shipments of feed wheat and No. 6 wheat were made 
from western Canada before the close of navigation in the 
autumn of 1934. Subsequent shipments were made by 
rail during the winter. In March 1935 the Secretary of 
the Treasury authorised the Customs Department to admit 
wheat containing 30 per cent. or more by weight of damaged 
kernels as wheat unfit for human consumption and dutiable 
at the rate of 10 per cent. ad valorem. 

The explanatory note released to the Canadian press on 
November 17, 1935, which accompanied the publication of 


the text of the trade agreement, contained the following 
statement : 


While the agreement does not cover cereal grain, of which both 
countries are normally net exporters, it does provide for the 
maintenance of the 10 per cent. ad valorem rates of duty under 
which Canadian feed wheat and by-products of grain have been 


entering the United States. 

Actually the United States has made no change in this 
paragraph of the tariff of 1930, but the agreement is intended 
to protect the more liberal interpretation that had been 
adopted. 

Under the interpretation now effective Canadian northern 
wheat graded as No. 6 or feed is eligible to enter the United 
States at the 10 per cent. rate. This wheat is excluded from 
the higher grades chiefly on account of damage from frost. 
The determination of what constitutes wheat unfit for 
human consumption rests with the United States Govern- 
ment’s technical officials. It is possible that some No. 5 
wheat may also secure entry. The Canadian western wheat 
crop of 1934 contained a relatively small quantity of 
low quality wheat, only 3,524 cars, or less than 3 per cent. 
of total wheat inspections, being graded as No. 6 or feed. 
But in 1935 the western Canadian crop suffered severely 
from killing frosts, and outof total primary wheat inspections 
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of 90,998 cars between August 1 and December 31, as many 
as 4,825 cats were graded No. 6 and 7,087 cats were graded 
feed wheat. This would indicate total market deliveries 
of at least 25 million bushels of wheat unfit for milling 
during the present season. 

When the United States customs ruling first went into 
effect there were lively expectations in western Canada that 
a very large export to the United States for feeding purposes 
would develop. Estimates of exports as high as 25 million 
bushels were made. Although a substantial movement has 
occurred these expectations proved to be over sanguine. 
Exports of low-grade wheat for feeding purposes from 
Canada into the United States between November 1934 
and January 1, 1936, amounted approximately to 16 million 
bushels. 

It is impossible to forecast how valuable the concession 
will prove during the next three years, the life of the agree- 
ment, since that depends entirely upon favourable or 
unfavourable crop conditions in the two countries. The 
production of low-grade wheat naturally varies from year 
to year and bears no close relation to the total area under 
cultivation or to the total yield. Apart from the supplies 
caused by adverse weather conditions, wheat unfit for 
human consumption might be produced by denaturing 
wheat of a higher quality through the use of dye processes, 
but with present price levels for the higher grades there is 
no incentive to develop the technique required. The 
widening of the American regulations for imports of feed 
wheat, however, has given Canada an additional market for 
her surplus just at a time when she has considerable stocks 
in hand of the quality to which the reduced rate applies. 


Canada, 


April, 1936. 





AUSTRALIA 


I. Kinc GEorGE V 


HE death of King George V has evoked much more 

than the decent mourning customary when a monarch 
dies. Many have felt the poignant regret that comes only 
when a deeply loved personal friend is taken fromus. And 
this feeling has been as strong among those who profess 
themselves primarily Australians as among those who are 
purely British. Sentiment that is not personal has of course 
contributed. King George was the first Chief Magistrate 
of a creat Imperial Commonwealth that freely admitted the 
equality of status of each of its constituent Dominions. 
He was, in one sense, the first king of Australia. But 
personal attachment was the final explanation of our uni- 
versal sorrow. During and since the Great War, his 
simple, unobtrusive but powerful personality had become 
an inspiration. Thousands of Australians as soldiers saw 
him during the war. Many more have heard his voice on 
the radio and the films since then. His devotion to duty, 
his wide knowledge and good sense, his deep sympathy 
with the common man have become apparent to all. It is 
no exaggeration to say that we know we have lost a man 
who was one of us and the best of us. 


II. PoxtrrrcAL CHRONICLE 


XTERNAL affairs, migration, and defence are be- 
ginning to occupy the attention of the public, but the 
Labour party cares for none of these things. Defence is to 
be limited to “‘ adequate home defence against possible 
foreign aggression”. There is to be “ no raising of forces 
for service outside the Commonwealth, or participation or 
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promise of participation in any future oversea war, except 
by decision of the people”. Responsible Labour leaders, 
when questioned privately, have admitted that a Labour 
Government in an international crisis would act as the 
danger of the moment demanded. None the less the party 
has no external policy based on the duties, responsibilities, 
and dangers of Australia, either as an autonomous com- 
munity in a re-arming world, or as a partner in the imperial 
Commonwealth. ‘This air of “ splendid isolation ” will be 
intensified by the closing of the breach between the Federal 
party and the New South Wales party. 


The Labour Party and Mr. Lang 


Overseas readers must often have been puzzled by the 
excessive publicity given to Mr. Lang, who in the closing 
days of the Scullin Ministry (1931) seemed to overshadow 
the Australian Prime Minister. The explanation is that 
Mr. Lang represents a new type of Labour organisation and 
method, which has been tried without success in New 
South Wales and may yet be tried in the Commonwealth and 
other States. The Labour party in Australia has always 
had a militant or left wing and a moderate or right wing. 
The former advocates collectivism, the latter is content 
with improvement in industrial conditions and extension 
of social services. Their differing and, it may be, in- 
compatible aims both find expression in the party’s state- 
ment of policy. A modus vivendi has been found in an 
objective—or declaration of ultimate intention—which is 
socialistic, coupled with a day-to-day policy which recog- 
nises and indeed builds on the existing individualist 
economic structure. ‘The inevitable conflict between the 
two wings is fought out, not in the parliamentary parties, 
which carry out policies formulated in conferences, but in 
those conferences and in the political leagues and trade 
unions that make up the extra-parliamentary structure of 
the party. 

There is no sharp division in opinion between political 
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leagues and trade unions. ‘“‘ Moderates ” and “ militants ” 
ate found in both, and indeed the majority of league 
members are trade unionists. But the intransigent and the 
zealot have found the unions more plastic than the leagues. 
Many trade unionists take no interest in the election of 
officers or the shaping of policy. A militant minority can 
easily carry resolutions and elect its nominees. Political 
leagues, on the other hand, include professional men, 
married women, and others who have no title to trade 
union membership. They are frequently—more especially 
in rural constituencies—dominated by the personal friends 
or political associates of the parliamentary representative, 
whose political experience inclines him towards modera- 
tion. Consequently, those who want “socialism in our 
time ” have striven to reduce the representation of the 
political leagues and increase the representation of trade 
unions at the State conferences, which lay down the policies 
of State parties and elect representatives to the federal 
conferences. They have succeeded only in the State of 
New South Wales. 

The schism of 1931 resulted partly from the difficulties 
inherent in federalism, partly from the refashioning of the 
party machine in New South Wales, and the development 
of a spirit of intolerance there. As it was impossible to 
transfer to a party conference the delicate equipoise between 
representation of States and representation of persons, 
which has been produced in the Commonwealth Parliament 
by giving the States equal representation in the Senate and 
representation proportionate to population in the House 
of Representatives, the federal conference has consisted of 
six representatives and the federal executive of two repre- 
sentatives from each State. Theoretically this was un- 
democratic, in practice it worked, because the federal 
policy in the main was one on which there was general 
agreement throughout Australia. But before the Scullin 
Ministry assumed office in 1931 the mine that was to wreck 
it had been laid. Secondary industry had developed in 
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New South Wales and Victoria. The other States were 
still farming and pastoral communities, in which resentment 
caused by unemployment was less keenly felt. ‘There was 
thus certain to be a demand for more vigorous measutes 
from the class-conscious city workers of Sydney and 
Melbourne than the mild-minded citizens of the other 
States would tolerate. 

In New South Wales the new conditions had already 
produced a patty revolution. The industrial unions had 
captured the machine. The party rules had been recast so 
as to reduce the representation of leagues from about one- 
half to less than one-quarter. This ensured the ascendancy 
of the militants. To make their control of the political 
machine absolute, the left wing took all power of delibera- 
tion, even as to the means by which the party platform was 
to be executed, out of the hands of the parliamentary party, 
and made the leader of the New South Wales party, Mr. 
J. T. Lang, who was then Premier of the State, the sole 
public exponent of the party platform. In all other States 
and in the Commonwealth, the party machinery continued 
as before. In Victoria, the militants were powerful and 
active, but did not favour a complete departure from 
democratic methods. 

In 1931 the Scullin (Labour) Ministry proposed to meet 
a falling price level and rising government deficits by a 
policy of “limited inflation”. The New South Wales 
Labour party executive immediately took the wind out of 
their sails by a more spectacular proposal. The “ Lang 
Plan” was announced. In brief, it meant suspension of 
payment of interest on that part of the public debt which was 
owed to investors in Great Britain, and reduction to 3 per 
cent. of all interest owing on the internal debt. The 
result was the expulsion of the New South Wales Labour 
organisation from the Australian Labour party and the 
organisation of a new Federal Labour party in New South 
Wales. 


Since then two federal elections and two elections in the 
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State of New South Wales have been held. Labour has 
been defeated in all. But Mr. Lang, though rejected by 
the people of his State, has retained his grip on his party 
machinery. The sources of his political power have been 
the Sydney Labour Daily, on which he holds a debenture, 
the trade union representatives on the New South Wales 
Australian Labour party executive, most of whom are 
controlled by Mr. John Garden, M.P., former secretary of 
the New South Wales Trades and Labour Council, and 
radio station 2 KY (Sydney), which Mr. Garden controls. 
on behalf of the Trades and Labour Council. The party 
revolution in New South Wales, which first made the New 
South Wales Labour party a distinct type of organisation 
within the Australian Labour party, which then wrenched 
it apart and kept it intact as a separate entity, and which 
has now compelled a reunion apparently as arbitrary as the 
separation, was the joint work of Mr. Garden and Mr. 
Lang. Mr. Lang was the king, Mr. Garden the king- 
maker. 

The Australian Labour party, which outside New South 
Wales has continued to acquiesce in the unequal yoking of 
“moderates” and “‘ militants”, has found that moderation 
is the key to electoral success. In the Commonwealth as a 
whole it has failed. In Queensland and Western Australia, 
where the moderates prevailed, it has won two successive 
elections. In New South Wales the “ Federal Labour 
patty”, which was established to take the place of the 
rebellious party led by Mr. Lang, has not become an 
effective force. It has not won a single seat in the New 
South Wales Legislative Assembly—though a large number 
of candidates contested two general elections—and it has 
retained only one New South Wales seat—Newcastle—in 
the Commonwealth House of Representatives. The Federal 
Conference of the A.L.P. has now agreed to disband its 
skeleton army in New South Wales and accept Mr. Lang 
and his followers as the official party. 

This, however, is a yielding to force majeure, not a change 
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of heart. The Labour party outside New South Wales is 
still democratic, moderate, and prepared to work within 
the constitution. Its outstanding leaders are Mr. Forgan 
Smith, Premier of Queensland, and Mr. Collier, Premier of 
Western Australia, both of whom would fit easily into a 
Liberal or Radical party. Even in Victoria, where the 
militant trade unionists are in the saddle, Mr. Lang and his 
methods of organisation are not popular. Labour leaders 
outside New South Wales realise the electoral handicap 
that association with Mr. Lang brings. All are aware of 
the popular reaction to the policy that led Punch to refer to 
him as the “‘ New South Welsher,” and most are genuinely 
opposed to his dictatorial methods. 

Meanwhile the king and the king-maker have fallen out. 
Probably neither has been encouraged or deterred by the 
classic example of Edward IV and Warwick. Mr. Lang 
and Mr. Garden are not students of the past. They are 
interested in immediate material things. Mr. Lang con- 
trols the Sydney Labour Daily, Mt. Garden radio station 
2 KY. Both are vital to the man who wants the votes of 
class-conscious Labour electors in New South Wales. But 
the Labour Daily is not at the moment profitable. Station 
2 KY is. Mr. Lang’s followers on the Sydney Trades and 
Labour Council therefore attempted to take the control 
of the radio station out of the hands of the Council and 
put it under the control of a committee representing the 
Labour Council, the New South Wales political Labour 
party and the Labour Daily. ‘This meant, in effect, control 
by Mr. Lang. Mr. Garden resisted, and his influence has 
been strong enough to call a stalemate. For the moment, 
the fight is off. ‘“‘King-maker” and “king” have made 
peace—whether permanently or not is a close secret. The 
dispute has shown that Mr. Lang’s control of his political 
machine is not complete. But the establishment of a 
balance of power between two party bosses does not mean 
democratic control. The New South Wales section of 


the Labour party is still, in method and spirit, alien to the 
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rest of the movement. Labour may break again, and 
break at the joint recently articulated. 


Western Australian Elections 


At the general election in Western Australia the Govern- 
ment’s majority was reduced to two. The Premier, Mr. 
Collier, was returned unopposed, but Mr. J. J. Kenneally, 
Minister for Employment, was defeated by a narrow margin. 
There may be some significance in Mr. Kenneally’s defeat, 
as he was the strongest man in the Ministry and responsible 
for the policy by which the Government was judged. 
There is some humour (considering the issues) in the suc- 
cess of his opponent, an Independent who on January 14 
was adjudged bankrupt, and whose election may therefore 
be declared void. The Independent’s bankruptcy was the 
result of his championship, at his personal expense, of a suit 
against the Government. The success of the Government 
in promoting or at least permitting business revival was 
really the only issue. Its return by a narrow majority 
indicated that there is no attractive alternative to its honest 
but not particularly vigorous re-employment policy. The 
secessionists are still active, but it is questionable whether 
the Government’s refusal to take their agitation seriously 
lost it much support. The coming fusion with the New 
South Wales Lang party alienated some voters, but probably 
made little difference to the result. The conference that 
re-admitted Mr. Lang had been postponed in order that 
“unity” might not be achieved before the elections. 
Moreover, Mr. Collier opposed Mr. Lang and his methods, 
and Mr. Kenneally was President of the Federal Labour 
Conference that read the New South Wales branch out of 
the Labour party and on two occasions refused it re- 
admittance. 


Mr. Hughes 
After the brief rustication that followed his declaration 


that sanctions would lead to war, at a time when the 
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Ministry of which he was a member had decided to support 
sanctions, Mr. Hughes has been reinstated. ‘The calmness 
with which Mr. Hughes took his dismissal suggested the 
interchange of harmless pistol-shots customary in a modern 
French duel. Now “honour is satisfied” and our one 
elder statesman resumes office, smiling and unscathed. 
Politics will be more interesting and reporters and carica- 
turists pleased. There is a woeful deficiency of picturesque 
personality in our politics to-day. 


Ill. Inrerest RATES 


T the beginning of March the Bank of New South 
Wales and the Bank of Adelaide raised their rates of 
interest on fixed deposits. Their action was interpreted as 
a defensive measure against the Commonwealth Bank’s 
issue of £1 million of treasury bills, which had been offered 
for the first time on the “‘ open market”. On March 23 
the Commonwealth Bank in its turn increased interest rates. 
The rates for three-months deposits were raised from 1 
per cent. to 2 per cent., for six-months from 1} per cent. 
to 24 per cent., for twelve-months from 2} per cent. to 2? 
per cent., and for twenty-four-months from 24 to 3 per cent. 
The issue of treasury bills was a failure—only 31 
per cent. were taken up—and the Commonwealth Bank 
then announced that the old rates for deposits would prevail 
if the two banks that offered the higher rate would revert to 
their former rate. The Bank of Adelaide was willing, but 
Mr. A. C. Davidson, general manager of the Bank of New | 
South Wales, stated that he would not reverse his policy 
unless the Commonwealth Bank gave a clear indication 
that it intended to keep interest rates low by expanding 
central bank credit. The reply of the Commonwealth 
Bank was to fall in line with the Bank of New South Wales. 
It is expected that the new deposit rates will be accepted 
by all trading banks and that a corresponding rise will be 


made on the charge for bank advances. 
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The prospect of hardening interest rates has caused some 
concern. A period of “cheap money” has contributed 
largely to our very considerable measure of recovery. 
Many people hoped that it would continue until our per- 
centage of unemployment was further reduced and until 
commodity prices, factory expansion, building, motor 
registrations and the other familiar indications of returning 
prosperity had risen somewhat further. Some people are 
asking whether the Commonwealth Bank and the Bank of 
New South Wales have both interpreted the national need 
of the moment correctly or whether their divergent policies 
have brought them and us to a position that nobody 
desired. 

The issue of treasury bills was the occasion of the rise 
in deposit rates. But it is not certain that they were issued 
with the intention of raising interest rates or even with the 
knowledge that such an effect would result. The stated 
aim was to ascertain if there was an “open market ” for 
these short-term loans at a low rate in Australia. Hitherto 
treasury bills have been held by the Commonwealth Bank 
and the trading and other banks. Of the total amount 
outstanding at December 31, 1935, the greater part had 
been issued to finance budget deficits and special govern- 
ment expenditure to relieve unemployment. As the banks 
have usually renewed their holdings for a further term 
when the bills they have been holding have matured, the 
Government has had the advantage of loans at low rates of 
interest for a long time. The issue of treasury bills has 
thus been a main determinant of the cheap credit we have 
been enjoying. 

The issue on the “ open market” tended to have pre- 
cisely the opposite effect. The holders of the bills were 
expected to be insurance companies and business houses 
with some temporarily idle capital. An immediate con- 
sequence of the discounting of the bills would be the with- 
drawal of the holders’ deposits from the trading banks. 
The banks might therefore have been expected to raise their 
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deposit rates in order to prevent a weakening of their cash 
reserves. A discount rate of 13 per cent. on three-months 
bills represented higher interest than the trading banks’ 
rate for fixed deposits for the same period, and as the bills 
did not increase government indebtedness, being merely 
a renewal of bills already held by the Commonwealth Bank, 
the placing of them on the open market was equivalent 
to selling securities, with the result of reducing the cash 
holdings of the trading banks. It was therefore a deflation- 
aty move. None the less it was possibly intended simply 
as an experiment to test the possibilities of establishing in 
Australia an open market for treasury bills, which is an 
important instrument of central bank control of credit. 
With the rate of interest on three-months deposits raised 
to 2 per cent., it is not surprising that the issue was a failure, 
despite the tempting offer of freedom from certain taxation. 
The General Manager of the Bank of New South Wales 
may have interpreted the action of the Commonwealth 
Bank as a signal from the central bank that a rise in rates 
was due, or he may have decided that the Commonwealth 
Bank had no clear policy on the matter of interest rates, 
and that therefore the trading banks must themselves take 
the line of safety. From the point of view of the public 
the important question is whether there is a banking 
policy in Australia or whether the conflicting aims of 
institutions which cannot read one another’s minds have 
precipitated us into an unwise policy. Reasons for believ- 
ing that there is one general policy which is simply a 
response to current needs may be briefly summarised. 
There has been a steadily increased demand for credit— 
between December 1934 and December 1935, the “‘ ordinary 
advances and discounts ”’ for all banks in Australia increased 
by £14,304,000. The rate on mortgages has tended to 
increase; in December 1935, as much as 33 per cent. of 
those registered in New South Wales were at over 5 per 
cent., against 28 per cent. at over 5 per cent. in November. 
Current account deposits have increased by £7,804,000 
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in the twelve months ended December 31, 1935, while 
‘xed deposits have declined in all the Australian banks. 
‘There has been sufficient increased demand for credit to 
dicate that orthodox bankers would expect a hardening 
of rates. 

Accompanying this there have been some of the signs 
that indicate, to believers in a centrally controlled banking 
system, the necessity for curbing credit expansion. Funds 
held temporarily in Australia on behalf of London interests 
have been withdrawn during the last year. The excess of 
exports over imports fell in 1935 and reserve funds were 
drawn on to meet interest payments. London balances of 
Australian banks have apparently been considerably reduced 
(as the current totals of London balances held by the 
trading banks are not known, the extent of the reduction 
cannot be estimated). The London funds of the Common- 
wealth Bank on January 27, 1936, were £12,083,000 
sterling, compared with £19,740,000 sterling on January 
28, 1935. The amount spent abroad by travellers from 


Australia is increasing and is likely to increase during the 
year. A rise in interest rates may therefore be justified 
as a salutory check on unwise spending. 

Two groups of thoughtful observers will continue to 
doubt the benefits of hardening interest rates—first, those 
who believe with Mr. Keynes that a long period of “‘ cheap 


23 


money” is necessaty to restore a reasonable measure of 
prosperity; and, second, those who believe that we have 
neither the self-adjusting mechanism of a purely competitive 
banking system nor a well-integrated banking system 
controlled by a central bank. And of course these groups 
are not mutually exclusive. 


IV. THe Arr Mart Contract 


N January 31 the Prime Minister announced that the 
Australian Government had decided to reject the 
British Government’s proposal that Australia, in common 


625 





AUSTRALIA 


with India, South Africa, and New Zealand, should parti- 
cipate in a scheme for the complete reorganisation of the 
Empire ait mail services, with attendant changes in the 
present system of control, operating, finance, and routing. 
The chief detailed features of the proposed scheme, 
which was to commence in 1937, were: (1) the carriage 
of all first-class mails, exchanged between the Empire 
countries concerned, at rates approximating to those 
charged for sea carriage, (2) a twice-weekly service, (3) 
the use of large Empire flying-boats between Singapore 
and Sydney, and between Sydney and New Zealand, 
using a coastal route via the Gulf of Carpentaria, (4) the 
pooling of the resources of Dominion companies under 
the control of Imperial Airways Limited, (5) the payment 
by the Australian Government of a direct subsidy to Imperial 
Airways. It appears, however, that under the proposals 
the present mail subsidy paid by the Commonwealth 
Government to British shipping companies would still be 
continued. 

In rejecting these plans the Commonwealth Government 
submitted countet-proposals which would have involved, 
had they been accepted, an improvement of the present 
service between Brisbane and Singapore—which has proved 
a great success and is now unable to cope with all the mail 
and passengers offering—and a reduction of the surcharge 
per letter from 15. 6d to 6d. 

However, this plan was rejected by the British authorities, 
and at the time of writing negotiations between the two 
Governments are still proceeding. It has been stated that 
Imperial Airways will go ahead with their original plans 
whether or not the Australian Government co-operates 
- in them. 

The decision of the Commonwealth Government was 
the result of prolonged Cabinet discussions, and it is under- 
stood that the Cabinet was to some extent divided. There 
has been aroused in the public mind a certain amount 
of suspicion that what is regarded here as an important 
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Empite question had been made the subject of an inter- 
departmental tug-of-war. This suspicion was not mitigated 
when the Prime Minister, announcing the Government’s 
decision, said that as negotiations were still proceeding 
a full statement of the reasons on which the Government’s 
policy was based was undesirable at that stage. He sought 
refuge in generalities, such as the necessity to assure the 
future of civil aviation in Australia, which, it was asserted, 
postulated the full control of the Brisbane-Singapore 
section of the Empire air route; both these factors, he 
suggested, were essential from the point of view of 
Australia’s defence policy. Co-operation with the British 
Government, he said, was most desirable, but Australia 
must have the right to control her own airways. Much 
of this bald statement, unsupported as it was by any facts, 
involved so much question-begging that it was not sur- 
prising that the Government’s policy had on the whole 
a very bad press. 

Only two of the important morning dailies gave it any 
degree of support. The Labour Daily of Sydney professed 
to see in the British plans part of a design to secure the future 
control of the financial and economic policy of the Common- 
wealth, and condemned them out of hand. The Melbourne 
Age supported the Government, chiefly on protectionist 
gtounds. It was easy to reconcile the proposal to establish 
an Australian aircraft building industry, which was held 
to be an important adjunct of the Government’s policy, 
with the traditional attitude of this journal, and the argument 
was still more attractive if it were presumed (and the 
Government invited the presumption) that the building- 
up of such an industry depended on a continuance of the 
present organisation of the overseas ait mail service. 

The Sydney Morning Herald, the Melbourne Argus, and 
the Brisbane Courier-Mail were all extremely critical of the 
Government’s policy, chiefly on the ground of defence, 
the very ground on which the Minister of Defence, who was 
left to defend the Government as best he could until 
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Parliament met, sought to take his stand. The Herald 
said in a leading article on February 3 : 


The Minister for Defence has by word and attitude declared 
air-mail policy to be primarily a defence matter. What then 
becomes of the basis of Australian defence policy, namely Imperial 
co-operation under the Empire defence scheme? Every Minister 
of Defence has affirmed the principle. We rely for security 
primarily upon British sea power, and secondly upon supplement- 
ing Britain’s overwhelming overseas burden through efforts 
of our own devised in consultation towards a common plan. 
That flying boats are a vital auxiliary nowadays to the British 
fleet is accepted. 


The Brisbane Courier-Mail, with the largest circulation 
in the State that has led, and still leads, civil aviation in 
Australia, put the case against the Government more 
specifically. On February 5 it said: 


The Brisbane-Darwin service was in existence and fully 
justified long before the Darwin-London service was considered 
a feasible commercial proposition. An Australian aircraft 
building industry for both civil and defence purposes will not 
be obstructed because large Imperial flying boats use Australian 
coastal waters and require for their maintenance highly qualified 
Australian technical staffs. And, to quote Mr. Parkhill (the 
Minister for Defence), if the Imperial scheme necessitates the 
new seaplane route from Darwin via the Gulf of Carpentaria, 
it is difficult to see how this will weaken Australia’s capacity for 
defence. From Queensland’s point of view at least, it would be 
very welcome if the Federal Government were at last stirred to 
take an interest in the coasts and waters of Northern Australia. 


The last sentence presumably was in reference to the 
repeated protests that have been made by the Queensland 
Government to the Federal authorities regarding the pre- 
sence of foreign seacraft off the Queensland coast. Although 
no detailed reasons for the Government’s policy were 
available when these opinions were expressed, it is clear 
that the leading journals of the Commonwealth, with the 
exceptions mentioned, and including the well-known 
Sydney weekly, the Bu//etin, which holds high-protectionist 
principles, viewed the apparent lack of co-operation ex- 
hibited by the Federal Ministry in the projected Empire 
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air scheme with misgivings, which the emphasis given to 
the Prime Minister’s statement by the Minister for Defence 
has done nothing to allay. Recent events abroad have no 
doubt accentuated the importance of the defence aspect 
of the question, and unless the Government is able to 
reassute public opinion, which shows signs of being 
aroused, that its policy is not inconsistent with the rapid 
development of an Imperial scheme of defence, it is likely 
to be subjected to further widespread criticism. 

The Government is unquestionably right in its policy 
of assisting to develop aviation in Australia for both civil 
and defence purposes. It has been rather lax in the past, 
especially with regard to the provision of adequate flying 
facilities; even now the ground organisation is quite 
inadequate in many parts, and substantial sums will be 
needed to put it on to an up-to-date basis. Informed 
Opinion appears to consider that the successful future of 
Australian aviation is more bound up with a policy directed 
towards making flying safer than with questions concerning 
the relative merits of land aeroplanes and flying-boats, 
or the control of the Brisbane-Singapore route. Australia 
may, or may not be, as was stated by the Minister for De- 
fence, ‘“‘the second best flying country in the world”, 
but it certainly has enormous flying potentialities. 

There are already 27 regular services, of which 11 are 
operating under subsidy contracts with the Commonwealth 
Government. These subsidised services cover 10,456 
miles of route, operate some 1,300,000 miles per annum, 
and carry 7,000 passengers per annum. ‘The remaining 
16 services are operating without direct government assist- 
ance, or with postal contracts under which the operators 
are paid for air mails carried at poundage rates. The 27 
services are operated by 14 different companies, use 48 
aircraft of various kinds, cover 16,553 miles of route, and 
fly an annual mileage of 3,045,848 miles. For the year 
ended June 1935 (the figures not being quite complete) 
the number of passengers carried was 15,400, the freight 
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catried totalled 211,000 lbs., and 4,600,000 passenger-miles 
were flown. 

Thus it is not surprising that the Government is anxious 
to consolidate and improve the position of civil aviation 
in Australia. Its fear apparently is that the system of 
internal air services would be adversely affected by the use 
of a coastal route for the overseas mail service, although the 
former services were in existence long before the Australia— 
London air mail was inaugurated in December 1934. 

Even under the British proposals, connecting land ser- 
vices from West Australia and other centres would still 
be essential and the present Perth-Darwin link via Daly 
Waters would have to be retained. It is not easy to appreci- 
ate why the internal land services must suffer because there 
is a direct England—Australia flying-boat connection. Nor 
has the Government given convincing reasons for holding 
that the establishment of an aircraft building industry, 
which is generally regarded as desirable here, is dependent 
on its retaining control of the Darwin—Brisbane section. 
The British proposal, it is understood, is that the contract 
should be between the British and Australian Governments, 
and not between Imperial Airways Limited and the 
Australian Government. It is suggested that from an 
Australian point of view this would not be as satisfactory 
as the present system of control, which arises out of a 
contract between the Australian Government and Quantas 
Empire Airways, in which Imperial Airways has a con- 
trolling interest. 

The question of defence is more complicated, but it is 
doubtful whether, as between the Imperial and Australian 
defence authorities, there are any substantial points of 
disagreement. Many Australians feel that a definite 
proposal put forward by the Imperial authorities for their 
safety ought not to be lightly disregarded. ‘The flyirig 
boat and land aeroplane issue can no doubt be argued by 
experts indefinitely, but it is felt in some quarters that lack 
of agreement on this aspect should not be allowed to 
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prejudice the whole scheme, that possibly both types are 
necessary for defence purposes and that, if so, both can 1 be 
maintained under the Empire scheme. 

The present system involves the use of different types of 
planes on the Empire route, whereas under the British plan 
the same type would be used throughout. From the point 
of view of the co-ordination of the Empire’s air defences, 
it has been suggested that the latter system has great ad- 
vantages over the former. A difficulty may arise, however, 
in connection with the provision of suitable bases for flying- 
boats on the east coast of Australia. Having regard to 
the strict requirements of Imperial Airways Limited, it 
is said to be doubtful whether, with the possible exception 
of Port Stephen, there are any suitable bases on the east 
coast from which its 28-ton flying boats could operate. 

The added cost of the British proposals to the Australian 
Treasury has never been seriously advanced against them, 
and it appears relatively unimportant beside the larger 
questions involved, and in view of the buoyant state of 
the federal revenues. The cost to the Commonwealth 
Government, under the proposed local scheme for the 
Australian—New Zealand service, is estimated to be double 
that under the proposal submitted by the British Govern- 
ment. 

There the matter rests at the moment, and final judgment 
must besuspended until the detailed defence of the Australian 
Government’s attitude, which may or may not be more 
soundly based than this survey suggests, is available. 
It may be hoped that some formula will be devised that will 
satisfy the legitimate demands of both the British and the 
Australian authorities. That, at any rate, so far as can be 
ascertained, is the desire of a large section of public opinion 
in the Commonwealth. 


Australia, 
April 1936. 





SOUTH AFRICA 


I. THe BuDGET AND THE GOLD MINES 


HE session so far has been occupied almost entirely by 

the joint sitting of both Houses, called to deal with the 
Bill for the political representation of natives. That forms 
the subject of another section of the South African contri- 
bution to this issue of THE Rounp Tas E, which appears as 
a separate article.* The only other matter of first-rate im- 
portance that has so far claimed the attention of Parliament 
is the budget. 

Mr. Havenga found himself again in the enviable position 
of announcing a substantial surplus in the accounts of the 
financial year ending on March 31. The revenue showed an 
increase of {2,678,000 over the estimates. There was a 
carry-forward of £773,000 from the previous year, and 
an estimated excess of expenditure amounting to £396,000. 
There thus remained an estimated surplus of £3,055,000 
to be dealt with. Following, as they do, a surplus of 
£3,273,000 for the preceding year, these figures are a 
remarkable testimony to the sustained expansion of our 
industrial and commercial prosperity. 

The main sources of increased revenue were customs and 
excise and income tax, excluding the tax levied on the 
profits of gold-mining companies, which showed a small 
decrease. The revenues derived by the State from the 
profits of gold-mining companies require special explanation, 
in view of the complications that have resulted from the 
attempt made since the abandonment of the gold standard to 
impose special taxation on what has been known as the 
“excess profits ” of gold-mining, i.e. the additional profit 
represented by the increased price of gold as expressed in 

* See above p. 528. 
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our cuttency. It may be remembered that the first effect 
of the imposition of this new system of taxation was a feeling 
of alarm and uncertainty among investors both here and 
Overseas, caused not only by the amount of the imposition 
but also by the uncertainty of its incidence. In order to 
allay this alarm and restore confidence, certain undertakings 
were given by the Government—among others that for the 
three years 1935-36, 1936-37, and 1937-38 the total taxation 
(income tax and special duty on “ excess profits ”) was not 
to exceed 50 per cent. of profits. In practice, however, this 
undertaking has been applied as meaning that the taxation 
would be so adjusted as to take 50 per cent. of those profits, 
and it is this adjustment, and the difficulty of defining excess 
profits, that have caused most of the uncertainties and com- 
plications in the administration of the system. One of the 
objects of the new system of taxation was to encourage the 
mining of low-grade ore, and the consequent prolongation 
of the life of the industry. This object, which was in 
consonance with the conservative policy followed by the 
leaders of the industry itself, has been achieved beyond 
expectations. Since 1932 the average grade of ore milled 
has fallen by 1-7 dwt. per ton, with the result that, while the 
tonnage milled was nearly 10,000,000 tons higher in 1935 
than in 1932, the yield had fallen by 777,000 ounces. The 
effect of this rapid drop in grade, combined with the under- 
taking just mentioned, was that the revenue from the profits 
of gold-mining fell short of the estimate by £260,000. 

Of the surplus of £3,055,000, it is proposed to allocate 
£1,000,000 to the fund for financing an improved scheme of 
pensions for public servants, £470,000 in restoration of 
salary cuts made in 1932-33, £800,000 to the loan fund for 
making good losses incurred on advances to farmers on 
account of drought and locust destruction, £250,000 to 
meet obligations in connection with maize exports, and 
£500,000 in redemption of debt. 

The position of the public debt presented a satisfactory 
picture. The outstanding debt at March 31 was 
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£251,000,000, showing a reduction of approximately 
£23,000,000 during the financial year. At the date of 
Union the debt amounted to £116,000,000, so that the 
increase since then stands at £135,000,000. ‘The expendi- 
tute on loan account since Union, however, has been 
£225,000,000, the balance of £90,000,000 being accounted 
for mainly by credits to the loan account from mining 
leases and contributions from revenue, cancellation of debt 
from sinking funds, and special appropriations. The ex- 
ternal debt of the Union stands at £104,000,000, slightly less 
than the figure at which it stood at the date of Union, so 
that the whole of the loan expenditure since that date has 
been found from sources within the country. 

The estimates of revenue and expenditure for the current 
year provide, on the existing basis of taxation, for a surplus 
of £1,850,000, but reductions in customs duties are proposed 
at a cost of £550,000. Additional expenditure on improved 
pensions for public servants, on improved old age pensions, 
and on assistance for the marketing of our agricultural 
products (including £250,000 for the distribution of milk 
and dairy products to school children and institutions) will 
account for the rest of the estimated surplus, leaving a 
balance of about £100,000. The reduction of 30 per cent. 
in income tax which was given last year is continued, but 
otherwise, except for the reduction in customs duties, there 
is no further relief for the taxpayer. 

There is, however, a very important change in the taxa- 
tion on gold-mining profits. A departmental committee 
was appointed last year to enquire into the difficulties that 
had appeared in the working of the system, and, as the 
result of its report, radical modifications are now proposed. 
The conception of excess profits as a separate subject for 
taxation has been abandoned. Based as it was on the 
difference between a standard price of gold, when out 
currency was fixed on the gold content of the pound, and 
the price expressed in our present currency, the ground for 
its existence has disappeared with recognition of the fact 
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that the standard price has now only a historical signi- 
ficance. With that conception has gone the principle of 
adjusting taxation so as to secure for the State 50 per cent. 
of these assumed excess profits. The new tax will be 
levied on all profits of gold-mining, taking the place of the 
existing income tax and excess profits duty. It will be 
imposed in two stages—a flat rate of 15 per cent. and a 
gtaduated rate with a maximum of 35 per cent. The 
graduated rate is determined by a formula, depending on the 
percentage ratio of profits to the gold recovered, becoming 
effective when that ratio is 124 and upwards, but with a 
diminishing abatement of {20,000. The new tax is 
estimated to produce approximately the same amount of 
revenue, so that there is no reduction in the whole burden 
on the industry. The improvement is in simplification, a 
more equitable incidence, and more easily calculable effect. 
The provisions of the existing income tax law for amortisa- 
tion of capital over the life of the mine will be continued. 
The revenue receipts from taxation of the gold-mining 
industry are estimated for the current year at £10,260,000, 
or more than one fourth of the total estimated revenue of 
£38,330,000. In addition to the revenues from taxation 
of profits the State obtains a share of the profits derived from 
the working of mining leases. This, however, is not 
brought into revenue account, but is paid into the loan 
fund and used for capital expenditure. ‘The receipts from 
this source are estimated for the current year at £3,600,000. 


Il. Tue Fiscat ProBLEM OF THE FuTuRE 


HERE is no harder task for a Finance Minister than to 

keep down expenditure with an overflowing exchequer. 
With a state revenue derived so largely as is ours from the 
exploitation of a wasting asset, it becomes increasingly 
important to direct the national expenditure to constructive 
or reproductive purposes. National defence has not so 
far involved us in extravagant expenditure on armaments, 
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though in these days of growing air armaments our im- 
munity from outside attack is less assured than it used to be. 
Expanding administrative staffs at high rates of pay, an 
inflated scale of social expenditure natural to the high 
rewards and speculative conditions of a mining community 
such as ours, obtaining its unskilled labour from a low-paid 
uncivilised native population—these are the causes and 
effects of wastefulness in our national expenditure. As a 
corrective to this there is the policy of allocating a definite 
share of the revenues derived from mining to extending and 
developing our national equipment in transport and 
communications, in public buildings and schools, in the 
conservation and utilisation of soil and water, and in social 
services affecting the education, health and living conditions 
of the people. 

It is a common article of complaint among the urban 
population that the revenues exacted from the mines and 
the business and industrial community are squandered on 
subsidising an uneconomic agriculture. No doubt here, 
as in other countries with a predominant agricultural 
population, money has been spent wastefully and unwisely in 
the attempt to keep farmers from insolvency in the face of 
an unprecedented depression of agricultural prices, whose 
effects have here been aggravated by the ravages of drought 
and locusts. ‘That such expenditure should be to some 
extent influenced by political exigencies rather than by 
strictly economic considerations is inevitable in a democratic 
country. Nevertheless, although the gold mines have 
certainly been heavily drawn upon to meet this expenditure, 
it cannot reasonably be said that the industry has not been 
left with a handsome return on the capital invested, or that 
its expansion has been restricted. Indeed, in spite of all 
the high taxation, the extension and equipment of existing 
mines and the opening up of new areas of mining ground 
have been proceeding at a pace that has taxed to the utmost 
the available resources of labour and material. With every 


allowance for the exigencies of the time the Finance Minister 
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can justly claim credit for a safe and conservative policy in 
the national finances. 

The Minister of Railways had also a “ prosperity ” 
budget to present for the operation of the railways, harbours, 
and airways. The revenue for the past year showed an 
increase of £4,235,000 over the estimate and a surplus of 
£3,100,000 over expenditure. The expenditure account 
included, besides working costs and interest on capital, a 
sum of {2,800,000 allocated to betterment fund, rates 
equalisation fund and other “ special appropriations ”, which 
served as cover for a hidden surplus of the previous year. 
The last year’s working therefore left the Minister with a 
surplus (including a carry-over from the previous year) of 
£34 million on a total estimated expenditure of £32 million. 
The surplus is disposed of by a special contribution of £2 
million to renewals fund, £500,000 to level crossing protec- 
tion, and £1 million to writing off unproductive capital. 

Contemplating these figures, the public has long been 
expecting a substantial reduction in railway tariffs; for the 
current year they are asked to be satisfied with reductions in 
goods and passenger rates amounting to £670,000. For the 
rest, the estimates for the current year are again swollen 
with special appropriations for betterment funds, rates and 
wages stabilisation funds, extra renewals allocations and so 
forth, amounting to £4? million. A strong financial 
reserve is thus being built up against another cycle of depres- 
sion, so that, when such a time comes, the administration 
may be able to carry on for as long as possible without 
recourse to those cuts and retrenchments and increased 
charges that accentuate the evil conditions they are designed 
to remedy. It may not be orthodox finance for a govern- 
ment department, and it disappoints a public that does not 
feel called upon to make such generous provision for a 
problematic future. But the day may come when we shall 
be glad that it has been done. 


South Africa, 
April 1936. 





NEW ZEALAND: LABOUR IN 
OFFICE 


CCORDING to Labout’s spokesmen, the Govern- 

ment’s objective is to give every man, woman and child 
the opportunity to “ live an abundant life, a creative life, and 
an individual life”. This opportunity, it seems, need not 
await overseas recovery, for New Zealand can be practically 
“insulated ” from outside influences, economic and 
financial. Internal re-adjustments can then give to the 
poor the material bases for happiness ; and that without 
penalising the rich. “A great economic and social trans- 
formation ” is to be achieved, said the Prime Minister, but 
this will be done with the least possible disturbance, and 
without injury to anyone’s legitimate interests. 


I. UNEMPLOYMENT AND Pusiic Works 


HE main lines of Labour’s pre-election programme have 

already been sketched in THz Rounp TaBeE.* As it had 
promised, its first care was for the unemployed. The 
previous Government’s provision for a Christmas box was 
substantially increased, and ultimately £270,000 was handed 
out as bonus and holiday grants. It was decided, also, 
that in all work subsidised from unemployment funds full 
standard wages must be paid, whether the work was being 
carried out by private employers or by public bodies. 
Sustenance payments were increased and the wages paid to 
relief workers in the country raised to a patity with those 
paid in towns. The functions of the Unemployment Board 


* See THE Rounp TaBLE, No. 101, December 1935, p. 205, and 
No. 102, March 1936, p. 430. 
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have been suspended, and it is to be abolished; and the 
administration of the fund has been transferred to the 
Ministry of Labour, which will administer the Employ- 
ment Promotion Act, a slightly modified version of the old 
Unemployment Act. This change follows the trend of 
development under the last Government; that is to say, 
emphasis is to be laid upon the stimulation of industrial 
expansion, rather than upon emergency relief of distress. 

Some economies may have followed administrative 
changes, and recovery had so far proceeded that certain 
forms of unemployment subsidy could be withdrawn. 
On February 24 it was announced that scheme 4B (provid- 
ing for a 50 per cent. subsidy on the labour cost of farm 
development work carried out by unemployed) had been 
withdrawn from sheep-farmers, that no further subsidy 
would be paid on renovations and alterations to private 
houses, and that subsidies on new houses would be paid 
only when the contract price did not exceed £700. In 
spite of such changes, expenditure from the unemployment 
fund has for many months been exceeding income by a 
considerable amount; Mr. Armstrong (Minister of Labour) 
recently estimated the weekly deficiency at £30,000. In 
addition, at the change of Government the fund was 
facing a considerable prospective deficit, which would 
have materialised if the late Government’s expenditure 
plans had been carried out. This situation led to many 
rumours of impending increase in the wages tax; and it 
seems likely that the tax may be steeply graduated on higher 
incomes. 

The Government, however, sees unemployment as part 
of a national problem, to be solved by national measures— 
among other things, by a vigorous public works policy. 
Exceptional public attention has been paid to the Public 
Works Department owing to the activities of its ministerial 
head, Mr. Robert Semple. He is, in his own phrase, “ the 
same Bob Semple,” though a Minister of the Crown, and 
his vigour and strength of language have left their mark on 
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New Zealand politics. Further, Mr. Semple is reputed to 
have been free in his promises to those who have asked for 
the completion of public works all over the country. It 
remains to be seen how many of these promises will be 
endorsed and acted upon by the Cabinet. Probably this 
will turn upon the vital question of finance; but the public 
is left with the strong though vague impression that big 
things are soon to be done. Perhaps these will be ulti- 
mately co-ordinated into the “ national scheme of public 
works ” promised by Mr. Semple on January 3. 

It seems clear, at least, that some major railway construc- 
tion work is to be carried out, and that this is to be done on 
the Government’s own responsibility. Since 1931 the 
Railways Board has had charge both of administration 
and of new construction. No new line could be constructed 
against the Board’s will without a resolution of both Houses 
of Parliament. It is now announced that the Board is to be 
dissolved, and that there will be reversion to full Cabinet 
control, both of administration and of construction. 
Apparently it is the Government’s intention, acting on its 
new powers, to complete the Napier—Gisborne and other 
lines. In this connection it might be recalled that the 
Railways Board in 1931 calculated that that line, if com- 
pleted, would show an annual working loss of about 
£40,000, to which should be added about £250,000 for 
interest charges. (This estimate may need modification 
in view of recent technical developments, and in particular 
the possibility of using rail-cars.) In a further report 
(only recently made public) the Board offered to work the 
line provided that it was completed without capital liability 
to the Board and that the railways were given a monopoly 
of all traffic to the district. The late Government was not 
prepared to force existing motor services off the road, but 
there are indications that the present Government may be 
willing to act in some such way. Its members declare that 
there will be no interference with individual rights, and that 
the railways would win simply by giving the best possible 
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service; but Mr. Semple has said repeatedly that when a 
line was completed the Government would expect people 
to give hundred-per-cent. loyalty to that railway, and not to 
support “ throat-cutting ” competition. There seems some 
reason to think that new railways (if not old railways) may 
be based upon legalised monopoly. There is also a 
distinct prospect that further road-transport services may 
be purchased and operated by the railways. 

Under Mr. Semple the Public Works Department is to 
be used not only to build new railways, but also as a spear- 
head in the fight to establish a new social order. In con- 
sultation with union leaders, Mr. Semple worked out a new 
agreement between the Department and its employees. 
The Department is to employ no more men at relief work 
rates. (In January the Department was employing a total 
of 13,750 men, of whom 8,500 were on relief rates of pay.) 
If employed at all, men are to be paid standard wages, and 
given up-to-date equipment. Considerable importance 
attaches to these changes. During recent years the 
question of unemployment relief has often dominated public 
works policy. For example, primitive machinery has 
often been used simply because it needed more labour to 
work it. This policy, together with the payment of wages 
at relief rates, seriously damaged the efficiency of the 
Department’s work, and also the self-respect of its 
employees. The new policy should help to remedy these 
things, though it will tend to increase unemployment 
figures—a point which is not generally realised. The new 
standard wage is understood to be 15s. per day, with 
corresponding increases for semi-skilled and skilled workers. 
The same wage is to be paid to married and single men, and 
to Maoris. ‘There is to be a 40-hour week, made up of five 
8-hour days, so that the cash weekly wage of an unskilled 
worker will be £3 15s. The last agreement, which ran 
from November 1930 till October 1932, provided for a 
wage of £4 2s. 3d for a 47-hour week; but these figures 
do not give a satisfactory indication of wages normally 
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paid immediately before the new agreement went into 
force. Pay is to be distributed fortnightly instead of 
monthly, at an additional cost to the Department of 
£7,000 per year. Accommodation is to be improved, and 
social amenities (such as libraries) provided. Men are to 
be entitled to 5 days’ leave on full pay after a yeat’s service, 
and 10 days’ leave after two or more years’ service. When 
engaged, men are to be transported free to their place of 
employment; and (it is hoped) they will be carried free 
from one job to the next. 

Where possible, work is to be carried out on a co- 
operative basis, but it is understood that all employees are 
to become members of the New Zealand Workers’ Union. 
In the event of any dispute, the men are to remain on the 
job, while the points at issue will be referred to the district 
engineer, failing him to the engineer in charge of the 
Public Works Department, and finally to the Minister. 
Mr. Semple said that this agreement “ was the best of its 
type in Australasia, if not in the world”, and expressed the 
hope that it “‘ could be an example to the rest of the world”. 


Union leaders have expressed themselves as equally well 
satisfied. 


II. Lasour LEGISLATION 


R. SEMPLE’S “ new deal ” affects only the employees 
of one government department, but it is not intended 
to leave other workers permanently out in the cold. The 
conduct of the State as “ the ideal employer ” will doubtless 
do much, and Ministers hope that revised labour legislation 
will at least make secure a reasonable minimum of progress. 
Some time ago the Minister of Labour announced that he 
would introduce four major Bills during the coming session 
of Parliament: Bills amending the Conciliation and 
Arbitration, Workers’ Compensation, Factories, and Shops 
and Offices Acts. And he has also prepared an amendment 
to the Apprentices Act which will be introduced in due 
course. 
642 





REGULATED AND GUARANTEED PRICES 


It is understood that in all these Bills substantial con- 
cessions will be made to the workers, but it is only with 
respect to the Arbitration Court that the Government’s 
intentions have been disclosed in some detail. By the 
amending Bill now before the House, compulsory arbitra- 
tion is restored, so that if conciliation fails either side will 
have the right to take the matter to the Court for settlement 
—that is to say,.in this matter New Zealand is to return to 
the position originally taken up more than 40 years ago, 
and only abandoned during the depression. In addition, 
the Court is to apply the 40-hour week to all new awards, 
and to all existing awards on the application of either party. 
But any employer may appeal against this provision, and 
“ show cause ” why the shorter working week should not be 
applied to his industry. Again, within three months of the 
passing of the Act the Court is to declare a basic wage for 
adult workers, taking into account the Dominion’s general 
economic condition and the cost of living; a man’s wage 
will be “ such as to enable him to maintain a wife and two 
children at a standard of comfort to which it is considered 
they are entitled”. There is to be absolute preference for 
unionists in all industries governed by awards; and 
union organisers are to have the right to interview men 
during working hours. The constitution of the Court is 
to be unchanged, but the Minister intends to set up a new 
court of similar constitution to relieve it of compensation 
cases. 


Ill, REGULATED AND GUARANTEED PRICES 


EW industrial legislation is part of a fairly general 

movement to re-plan society by government action. 
Individual Ministers have urged that in view of the state of 
world markets for primary produce the only solution for 
New Zealand’s problems lies in the planning of production 
with an eye to the markets available and in the expansion 
of “secondary” industries. Mr. Sullivan, Minister of 
Industries and Commerce, adds that such expansion can 
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be achieved economically only if industries are thoroughly 
efficient—and planned. However, national planning is 
far from being practical politics at present; the concern is 
rather to settle day-to-day problems. In so far as any 
general principle emerges from the handling of such prob- 
lems it is stabilisation through price-fixing. This, it is 
claimed, benefits the employer by eliminating “‘ cut-throat 
competition ”; and accordingly he can be induced to pay 
higher wages to his workers. 

Practical examples of the Government’s policy were 
provided in February. Existing legislation gave the 
Government power to regulate the wheat, flour, and baking 
industries; and this power had been partially exercised 
during recent years, though the prices of flour and bread 
have been unregulated. On February 9 the Government 
announced a scheme of fixed prices running right through 
the three industries. The average price for Tuscan wheat, 
March delivery, is to be 4s. 9d per bushel, f.o.b.—an 
increase of 13d per bushel on 1935 prices. In addition, 
the North Island rebate is abolished, which means (on the 
average) an additional 24d per bushel for the grower. 
The price of flour at the four main centres is fixed at 
£13 8s. 7d net; and in those centres the price of the 2-lb. 
loaf is to be 5d. In the provinces the prices of flour and 
of bread are to be increased where necessary to cover 
transport costs. ‘The market is to be protected by an 
embargo on the importation of overseas flour and wheat; 
and increased wages are to be paid throughout the industry. 
The scheme is to be administered by a reconstituted Wheat 
Committee whose members are drawn from the three 
industries—farming, milling, and baking—and whose 
chairman is the Minister (Mr. Sullivan). 

This plan produces higher prices to the farmers, higher 
wages, and (in many cases at least) lower prices for bread. 
In Wellington, for example, the retail price had been 54d 
for the 2-lb. loaf. Broadly speaking, the scheme has been 
well received, though bakers have emphasised that their 
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rate of profit will be cut almost to vanishing point. In 
particular small bakers complain that existing competition 
from big factories makes the fixed price unremunerative. 
Certain other problems have also been pointed out, and 
may prove important in the long run. For example, 
wheat is to be allotted to mills, as in the past, on the basis 
of their share of the market during recent years. But no 
provision is made for closing down inefficient or redundant 
mills. Indeed, one obvious effect of the scheme will be to 
save such mills from threatened elimination through healthy 
competition. Again, the embargo on overseas flour may 
seriously affect the quality of the loaf by preventing the 
importation of the small quantities of North American 
flour that have been blended with the local product. 
Finally, with respect to the wheat farmer, there is the 
danger that the fixed price for wheat may prove unduly 
attractive and lead to the production of more wheat than 
can be consumed locally—in which case the surplus might 
have to be sold at prices much below local levels. Alter- 
natively, the fixed price may not be sufficiently attractive, 
in which case farmers may turn to other crops. This 
question will clearly turn on the level of guaranteed prices 
fixed for other primary products. 

On February 13 the Government launched its second 
venture in price-fixing. It had long been notorious that 
there was price-cutting among Wellington petrol re-sellers. 
The wholesale price of standard grade petrol has been 
1s. 7d per gallon and of “premium” grade 1s. 8d per 
gallon. Normal retail prices have been 1s. rod per gallon 
and 1s. 11d per gallon respectively. But some retailers 
had undercut to the extent of 1d or even 2d per gallon. 
Accordingly the Government, using the powers provided 
by the Motor Spirits (Regulation of Prices) Act, 1933, 
announced that after February 14 retail prices for the two 
grades of petrol were fixed at 1s. 10d and 1s. 11d respec- 
tively, while the existing wholesale prices became maximum 
prices. At the same time the Government announced that 
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the re-sellers had agreed to raise the wages and reduce the 
working hours of those employees whose conditions of 
work were not already governed by separate awards. 
The weekly wage of adult employees, for example, is raised 
from £3 15s. to £4 10s., and hours reduced from 50 to 
44 a week. These arrangements—which applied to 
Wellington only—have been welcomed by petrol re-sellers, 
and there have been many requests for the extension of the 
scheme. ‘The main criticism is that the scheme subsidises 
inefficiency by keeping in operation an uneconomically 
large number of distributing stations; and some consider 
that retail prices have been fixed too high—at the consumer’s 
expense. 

The fixing of prices of wheat, flour, bread, and petrol 
was in the main an internal problem; more serious difficulty 
obviously stood in the way of the Government’s scheme of 
stabilised or guaranteed prices as applied to the great 
exporting industries. Labour’s pre-election manifesto 
promised that “ during the first year after taking office the 
Government will pay guaranteed prices for all primary 
production”. At present the intention appears to be to 
confine the scheme during the first year to wheat (as out- 
lined above) and to the dairy industry, which, it is said, 
is in most need of assistance at present, and which has 
proved its general efficiency by doubling its volume of 
production during the last few years. The Government 
has in fact announced that guaranteed prices will be paid 
in the dairy industry during the export season commencing 
on August 1 next. As to details, nothing has been officially 
published, and nothing has yet been laid before the caucus. 
Early in February a committee of experts was appointed to 
go into the matter. This committee was mainly composed 
of departmental officers; and it included two professional 
economists of excellent reputation. It is significant of the 
nebulous state of the matter that the committee, instead of 
at once working out a method of applying she guaranteed 


prices scheme, produced (after a month’s work) several 
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alternative schemes, sketched in outline. It was under- 
stood that the Minister of Finance would then choose one 
of the schemes and refer it back to the committee to be 
translated into concrete detail. 

Meanwhile certain scraps of information have been 
made public. The Dairy Board’s marketing scheme, 
which was to have been introduced on August 1,* has 
been suspended. The Government will assume ownership 
of all dairy produce, and make itself responsible for market- 
ing. The produce will be bought at fixed prices f.o.b. in 
the main ports; that is, fixed prices will be paid for butter 
and cheese, not for butterfat as supplied by the farmer. 
There will be a special Dairy Industry Account (financed by 
the Reserve Bank) which will make good any deficiency 
arising from differences between buying and re-selling 
prices, and into which any surplus will be paid. As to 
the price to be paid for butter and cheese, no announcement 
has yet been made, but it will be based on the weighted 
average of prices actually paid to farmers for butterfat 
during “the past eight or ten years”. To this will be 
added sums based on the average cost of manufacture and 
of transport to the main ports. 

The Government is pledged to allow a New Zealand 
Dairy Conference to discuss the proposals fully before 
matters are finally determined. Meanwhile it has reached 
an agreement with the Farmers’ Union regarding the wages 
to be paid in the dairy industry. It is said that these wages 
ate to be on a sliding scale which will vary with fluctuations 
in guaranteed prices. They will, however, probably bring 
a substantial improvement of conditions to the workers, 
and be an instalment in the general policy of improving 
the lot of agricultural workers as a whole. Some such 
improvement will clearly be necessary to enable farmers to 
retain labour in face of competition from town employers 
and public works. 

The success of a scheme of guaranteed prices in the 

* See THE Rounp TaBLE, No. 101, December 1935, p. 210. 
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exporting industries will obviously depend largely on the 
state of overseas markets. Mr. Nash (now Minister of 
Finance) has long argued that the scheme could only work 
with stabilised (and perhaps extended) markets organised 
in a system of reciprocal trade agreements. Recently the 
opinion has been growing that such agreements should not 
be confined to Empire countries, but should be extended to 
“ those foreign countries who are willing to trade with us on 
mutually satisfactory terms,” * on the model of our success- 
ful trade agreement of 1933 with Belgium. During its 
short term of office the Government has achieved nothing 
positive in this direction beyond negotiating a continuance 
of the beef export agreement with Great Britain (which 
expired at the end of 1935). Mr. Savage, however, has 
spoken enthusiastically about the prospects of “ doing 
better in Britain”. He looks forward to early consultations 
with the British Government about the matter, and perhaps 
to the creation of some permanent Empire-wide consulta- 
tive machine for handling trade problems. And there are 
hopes that the collapse of the Anglo-Danish negotiations 
may redound to New Zealand’s benefit. 


IV. FINANCE 


N the long run, overseas markets may decide the success 

or failure of Labour’s scheme, but for the moment even 
mote interest attaches to the question of finance. Labout’s 
pre-election promise was to “assume control of public 
credit and establish a national credit authority whose duty 
it will be to provide a money service sufficient to give effect 
to the will of Parliament”. It has never been made clear, 
however, whether this involved more than making the 
Reserve Bank a state institution. ‘The intention to carry 
out this change was for long the only thing known definitely 
about the Government’s financial policy. 


* Mr. M. G. C. McCaul, President of the Wellington Chamber of 
Commerce, on March 10, 1936. 
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A careful survey of the powers of the Reserve Bank, 
which was set up in 1934, showed them to be considerable; 
for example, it had undisputed control over currency and 
the exchange rate.* Nevertheless (as compared for example 
with the Bank of England) its influence was severely limited 
by its constitution, by existing financial conditions, and by 
lack of prestige. Thus, the Bank was legally barred from 
holding more than a limited amount of long-term govern- 
ment securities, or from advancing to the Government 
more than half its estimated revenue for the year. As to 
existing financial conditions the fact seems to be that the 
trading banks have at present such a plentiful supply of 
ready money that they could probably have ignored the 
Reserve Bank’s credit policy—especially as the amount of 
their reserves that had to be deposited with the Reserve 
Bank could not be varied. Again, the Bank could not use 
two of the main instruments by which the Bank of England 
controls credit conditions: “‘ open-market” operations 
in government stock, and control of a large short-term 
bill market. In New Zealand there is no such bill 
market. As to “ open-market” operations, apart from 
limitations on the Bank’s powers to hold long-term 
securities, the fact seems to be that in such a small and 
sensitive market as ours such operations by the Bank might 
have catastrophic results. 

Finally, it must be remembered that the Bank of England 
exercises much of its influence through prestige, and through 
the customs of English banking. The Reserve Bank’s 
prestige was comparatively low. It was a very new institu- 
tion, and was viewed with some apprehension. Further, 
its authorities did little to educate us to understand and value 
the Bank. Indeed, public and shareholders were given 
little information as to its activities, policy, and importance. 
Mr. Lefeaux (the Governor) has been criticised for following 


* Little has recently been heard of the pre-election promise to 
reduce the exchange premium on London, but on March 30 Mr. 
Savage said that there was no possibility of a reduction in the 
immediate future. 
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“so closely the tradition of Mr. Montagu Norman in 
preserving a statuesque silence.” * 

The Reserve Bank Amendment Bill, as actually explained 
to Parliament at the beginning of April, followed the 
expected lines. The private shareholders will be bought 
out at market values at the time of the election. Directors 
will in the future hold office during the pleasure of the 
Governor in Council; but there is no present intention of 
changing the directorate or administration, and the present 
Governor will remain in office. 


The Government would inform the directors, or the Governor, 
of what it desired to do (said Mr. Nash), and if sound reasons 
were advanced why it should not be done, then it would not be 
done. If, on the other hand, the Government felt that what it 
asked could be done, then the directors would be asked to give 
their co-operation. 


Mr. Nash added that “Mr. Lefeaux, although not 
favouring the principles of the Bill, had assisted in its 
drafting, and was prepared to co-operate with the Govern- 
ment in its administration.” + The “ general function ” of 
the Bank is stated in the Bill to be 


to give effect as far as may be to the monetary policy of the 
Government, as communicated to it from time to time by the 
Minister of Finance. 


To that end it is to have absolute control over currency, 
credit, and overseas exchange; and “ power is taken to 
make regulations to enable the Bank to fulfil its functions ”’. 
Among other things the Bank will have power to decide 
whether or not to allow any individual to have access to 
sterling exchange, which will enable the Government 
(through the Bank) to regulate imports. For the rest, the 
Bill removes the limitation on the amount of government 
securities that the Bank may hold, and allows the Govern- 
ment to borrow on treasury bills up to the amount of its 


* See Economic Record, December 1935. 


+ See reports of debate in the House in the Wellington Dominion 
and Evening Post, April 7 and 8. 
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estimated revenue for the year. Power is given to the 
Bank to underwrite government loans, to lend money 
to the government or to statutory bodies concerned with 
marketing New Zealand produce, and to vary the amount of 
reserves which the trading banks must deposit with it. 
Finally, the trading banks are required to provide periodical 
statistics of overdrafts which have been authorised but not 
used. It is hoped that this provision will give the Reserve 
Bank prompt information as to the trading banks’ credit 
policy.* 

In short, the Bill greatly increases the Bank’s power 
and places it effectually under government control. It 
remains to be seen what practical use will be made of the 
new powers—many of which the Minister says will simply 
be held in reserve. However, it is expected that the Bank 
will be used to finance the Government’s plans and also 
to carry out a general policy of credit expansion. The 
suggested financing of government expenditure with 
treasury bills might have interesting consequences in 
New Zealand. In the immediate future it would tend to 
promote an expansion of bank credit; and in the long run it 
might help to build up a local market in short-term bills, 
and so provide a means by which the Reserve Bank could 
powerfully affect local credit conditions. 

It should be added that in the opinion of many economists 
conditions in this country point to the desirability of 
adopting a policy of credit expansion. The doubt is 
whether the Government and Reserve Bank, once 
launched on that policy, could and would control it 
satisfactorily. Further, some political interest attaches 
to the details of the financial machinery adopted. The 
support of Douglas Credit sympathisers was an import- 


* The Government used its large and disciplined majority to force 
the Bill through the House within a few days, in spite of Opposition 
protests and stonewalling (which led to 22 hours’ continuous session). 
Opposition criticism was directed mainly against political control and 
the extent of powers taken: and it emphasised the possibility and 
danger of inflation. 
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ant factor in securing Labour’s return to power, and 
there are in the Cabinet and the party caucus a number of 
men convinced of the possibility and desirability of “‘ cost- 
less credit”. If the Government abandons this conception 
some trouble may be expected both in Parliament and 
outside. So far, it seems, the question has been tactfully 
smoothed over. But a suggestion of financial orthodoxy 
has already drawn the sharp rebuke: “If the Minister of 
Finance to the Labour Government cannot create money 
with a wave of the hand, he is evidently not the man for the 
job”. 


V. CHANGES IN ADMINISTRATION 


PART from its financial importance the amendment of 

the Reserve Bank Act will be a step towards the 
realisation of the Government’s general policy—that all 
phases of the nation’s life should be directly under the 
control of the people’s representatives, organised in a 
re-vitalised Parliament. Private members (of the Govern- 
ment party) will no longer merely vote in favour of measures 


framed by their leaders. They are to be parcelled out as 
assistants to the various Ministers, and so gain practical 
knowledge of administration. Sharing of work carries 
with it sharing of salaries. All salaries (ministerial and 
otherwise) go into a pool from which each full-time working 
member of Parliament draws a share, Ministers’ shares being 
slightly greater than those of private members. Critics 
point out that this plan may have unexpected constitutional 
results ; but Labour insists that it is consistent with discipline 
and with ministerial responsibility—and is, in fact, “one of 
the most remarkable and inspiring developments in connec- 
tion with the advent of the Labour Government”. 

The full team of energetic parliamentarians, it is felt, 
should have little need for experts and non-political boards 
to “do their thinking for them”. It has been claimed that 
““ New Zealand gave this Government an anti-board, anti- 
commission, and anti-committee mandate”. There was, 
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in fact, a fairly general feeling that in recent years responsi- 
bility had been unduly delegated, and that too much use 
had been made of boards whose members sometimes gave 
only part-time service and had wide private business 
interests. Certain Ministers—notably Mr. Semple—have 
expressed this point of view with such vigour that some have 
anticipated a clean sweep of boards and commissions of all 
kinds. It now appears that there is to be no wholesale 
slaughter. Most of the boards ate to be retained, with or 
without important changes in constitution. Also, the 
Government is not averse to setting up new bodies to 
advise it, where this appears necessary. Notable examples 
are the Bureau of Industry (attached to the Ministry of 
Labour) and the various committees which have been 
working on finance, guaranteed prices, and so forth. 
However, it is clear that many important institutions are 
likely to have their independence severely limited, and the 
Unemployment Board, Transport Co-ordination Board, and 
the Railways Board are to be abolished altogether. 

The arguments against politically guided railway policy 
ate familiar. In addition, there is a general criticism, which 
has some force, against the Government’s policy of direct 
ministerial control. In all departments there is a tendency 
for questions for decision to be taken direct to the Minister 
in charge. Such a practice, if carried to extremes, is open 
to serious objections. First, many problems arise which 
require judicial settlement; and the Minister, though an 
able debater and administrator, may not have a judicial 
mind. Secondly, the system throws on each Minister a 
staggering burden of work, and may lead to serious delays, 
even though Cabinet Ministers at present seem to be 
possessed by demons of energy. Fears are expressed, too, 
that they have undertaken so much detailed work that their 
control of broad policy may be impaired. Again, if the 
volume of work becomes too great Ministers will necessarily 
be guided largely by departmental officers. Consequently, 
the upshot of the Government’s policy may be to transfer 
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control of policy from boards, which are at least visible to 
Parliament and the public, into the hands of an anonymous 
and inaccessible civil service. 

The Labour Government has repeatedly claimed that it 
commands greater popular support than any previous 
Administration. ‘The accuracy of this claim is difficult to 
test. The public approves of the vigour and freshness of 
mind shown by the Cabinet, and on the whole has refrained 
from serious criticism. No doubt this is partly due to the 
fact that Labour’s objectives are still expressed mainly in 
the form of social ideals which are in theory acceptable to 
all, and of measures stated in such broad outline as to be 
hard to criticise. We all desire social justice, a new and 
enlightened education policy, a nation-wide transport 
co-ordination scheme with justice to all, increased pensions, 
generous superannuation, and so forth; but acute differences 
of opinion may be expected when the Government an- 
nounces in further detail the particular steps by which it 
proposes to realise its objectives. 


New Zealand, 
April 7, 1936. 





